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8 Branches

Our pending expansion o Obery Street i Phvmondh acifl

increase our retail branch facilities 1o a total of eight.
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FINANCIAL HIGHLIGHTS

Meayflower Bavcorp, tnc. and Subsidiary

April 30

(Dolletrs in Thowsconds, Excepi Per Share Data) 2008 2007 2006
BaLANCE SHEET
TOUL ASSCUS o o o o e $243,751 $242,307 $245.603
LOWAS, NEL. vttt et 125,336 137.003  139.230
INVESUIMENT SECUTILES . . . . . . i e 94,843 80,887 88,331
DICPOSIES L L e 204,176 200,859 200,534
Borrowed funds ... o0 18,659 20,558 25,197
Stockholders  equity ... .o o 19,889 19,617 18,592
OPERATIONS
Net interest income . ... ... .. . 6,788 7.113 7,820
Provision for loan losses ... — 120 S0
NEeUINCOME . . . . 1,056 1,047 1,439
Basic carnings pershare .. ... o o Lo o $ 050 § 030 § 070
Diluted earnings pershare. ... .00 o Lo $ 049 § 049 § 068
OTtHER Darta
Return on average stockholders" equity o000 oo oo oo 5.39% 5.50% 7.75%
REWIIN ON UAVEIAZE ASSCIS . Lot e e e 0.44% 0.43% 0.60%
Dividend payout ratio . ... ... 79.30% 79.06% 57.61%
Nonperforming assets as a percentage of total assets ..o 000 0.50% — —
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TO OUR SHAREHOLDERS AND FRIENDS:

“Our exposure to constriction
lending has been reduced
significantly, and our

liabhilities continue to refirice

to our advantage.

2

Meflower Bancorp, nc. and Subsidiary

It is my privilege to present the 2008 Annual Report for
Mayflower Bancorp, Inc. On behalf of the Directors and Officers
of the Company and all of those associated with its subsidiary,
Mayflower Bank, [ welcome vour review of its content, encourage
your inquiries relative to our circumstance and performance, and
thank you in advance for your thought{ul consideration of the

information it presents.

We recognize that review will confirm vour understanding of
our results and performance during Fiscal 2008: flat net income
for the year, static asset totuls, a smaller loan portfolio, 4 modest
increase in deposit totals and the identification of non-performing
assets within the balance sheet, all facts of which you are no doubt
aware. At the same time, we know that that review and your subse-
quent analysis of this report and its information will also identify
and confirm the relative health of our loan portfolio and loan loss
reserve, our strong liquidity position, a well capitalized balance

sheet and a fundamentally sound Company.

Our current circumstance represents no small achievement,
given the year long cascade of negative market developments and
incredible financial turmoil that have rocked the economy and its
financial intermediaries during that time. 1 know that it is unneces-
sary for me or anyone else to enumerate or describe all of those
developments at this juncture. Suffice it to say that in some fashion

or another, all of them had an impact on our results for the year.

At our last Annual Meeting, 1 responded to various questions
relative to Mayflower's exposure to the subprime mortgage crisis
by indicating that we neither owned private label mortgage-backed
securities, nor participated in the origination or purchase of exotic
mortgage products, That statement has been and continues o
be accurate. Even so, our results have been affected by what has

come to be described as the “subprime spiral,” as the impact of



Mayflower Bancorp, nc. and Subsidiary

the use of these products by others has served to diminish local property values, freeze the local
real estate market, devastate consumer confidence. and plunge our economy into a very serious

current circumstance.

Even without direct involvement, however, our exposure to the ongoing fallout from these prob-
lems has hurt our progress during the year, stunting our momentun, and limiting both our lending
and profit opportunities while labeling us as guilty by simple association, notwithstanding the facts

to the contrary.

As previously stated, our task is to avoid as muny of these problems as we can, to mitigate the
impact of those rhat we cannot, and to capitalize on the opportunities that arise in these environ-
ments. To date, while not unscathed. the impact of the current economic crisis has not crippled us

or even wounded us o a critical degree.

Indecd, throughout the vear, we have launched innovative lending programs designed 1o assist
those secking safe harbor from reckless and ill-advised mortgage products, 1o capture an increased
share of home purchuse and refinancing activity, and o help facilitite the prudent and profitable
market absorption of real estate foreclosed by others. At the same time, our exposure (o construc-
tion lending has been reduced significantly, and our liabilitics continue to reprice to our advantage,
As these programs gain traction and ongoing initiatives take hold 10 our advantage, we are carcful
to remember our roots as 4 community bank and our faith in a philosophy of relationship banking

forged and tempered by our experience and conviction.

Unlike others who have again chosen or been forced o re-craft their business models. we con-
tinue to have the courage of those convictions, the Liith to help our communities and neighbors,
the strength to make our customers’ dreams a reality, and the belief that our policies and strategies
continue (o serve the enhancement of long-term sharcholder value. As we progress along all of these

fronts, we remain deeply appreciative of your comtinued conlidence and support.
Sincerely yours,

P )

Edwurd M. Prat

President & Chief Exectttive Officer



SELECTED FINANCIAL DATA

Mayflower Bancorp, hic. and Subsidiary

At April 30

(Dollars in Thousands, Except Per Share Dala) 2008 2007 2000 2005 2004
BarLance SHEET aND OtTneErR Darta:
Total assets . ... ... ... ... . ... $243,751 5242 307 $245,603 $236,707 5214178
Federal funds sold and overnight investments . . . 2,975 3,919 453 3,642 821
Investment securities, including

mortgage-backed securities .. ... ... ... 94,843 80,887 88,331 86,375 79,693
Loans, net. . .. ... 125,336 137,003 139,230 130,664 118,428
Stock in the FHLB of Boston. .. ... .. ........ 1,650 1.650 1,647 1,496 1,347
Deposits ... ... 204,176 200,859 200,534 195,951 175,079
Borrowed funds ... . ... ... ... . ... . ... 18,659 20,538 25,197 21,412 20,522
Stockholders’ equity .. .. ... ... . L 19,889 19,617 18,592 18,396 17,660
Book value pershare (1) .. ............ ... .. 9.51 0.36 8.96 §.88 8.63

Years Ended April 30

(Doltars in Thousands, Except Per Share Daia) 2008 2007 2006 2005 2004
OPERATING Data:
Interest and dividend income. . ... ... o L. $ 13,459  § 13439  § 12,401 % 11,084 $ 10,187
INErest eXpense . . ..o e 6,671 6,326 4,041 3,440 3,448
Net interest iNCoOMe . . . . ... ove oo .. 6,788 7,113 7,820 7,638 6,739
Provision forloan losses . ... .. ... ... ... ... . — 120 90 68 90
Net interest income after provision for

loanlosses. . ... o L 0,788 6,993 7,730 7,570 6,649
Noninterest income:

Loan origination and other loan fees . ... .. .. 113 174 137 143 GO

Customer service fees ... ... .. ... ... ... .. 710 700 043 554 508

Gain (loss) on sales of investment

securities and loans, net . . ... ... .. ... ... 359 196 (82 342 1,193

Other. . . ... .. . .. . . 249 191 149 146 110
Total noninterest income . ... ............... 1,431 1,261 847 1,185 1,871
Noninterest expenses . .. ... ... ... ... .. 6,742 6,675 6,276 5,828 5,488
Income before income taxes . ... .. ..., .. ... 1,477 1,579 2,301 2,927 3,032
Provision for income taxes. . ... ... ... ... ... 421 532 862 1,066 1,132
Netincome........ ... ... . ... ... . ... § 1,086 § 1047 § 1439 $ 1,861 § 1,900
PER Suare Data(l):
Basic earnings per share . . ... ... ... .. $§ 050 $ 030 $ 070§ 09 § 093
Diluted earnings per share. . . ..... ... ... ... $ 049 $ 049 5 068 $ 08 § 090
Weighted average basic shares outstanding . . . .. 2,096 2,090 2,072 2,054 2,044
Weighted average diluted shares outstanding . . . . 2,139 2,135 2,121 2,004 2,102
Dividends paid per share. ... ... ... ... .. $§ 040 5§ 040 0§ 040 5 040 0§ 040
SeLECTED RaTios:
Return on average assets. . ... ... ... ... ... .. 0.44% 0.43% 0.60% 0.82% 0.91%
Rerurn on average stockholders’ equity ... ... .. 5.39% 5.50% 7.75% 10.28% 10.93%
Stockholders’ equity o assets (). . ... .. ... 8.16% 8.10% 7.57% 7.77% 8.25%
Interest rate spread . ... ... o L oL 2.91% 2.99% 3.34% 3.53% 3.42%
Dividend payout ratio . . . ... ... ... . ... .. 79.36% 79.96% 57.61% 44.12% 43.11%

(1) Al per share deta is adjasted for 3-for-2 stock split in the form of a 50% stock dividend paid o November 28, 2003.

(2) This ratio is based o year-end balances.




BUSINESS OF THE COMPANY

Mayflower Bancorp, fnc. and Subsidiary

GENERAL:

On February 13, 2007, Mayflower Co-operative Bank (the “Bank”) completed its reorganization into a holding
company structure at which time it became a wholly-owned subsidiary of Mayflower Bancorp, Inc. (the "Company”).
Each share of Mayflower Co-operative Bank common stock was converted 1o one share of Mavflower Bancorp,
Inc. common stock. Mayvflower Bancorp, Inc. is a Massachusetts chartered holding company whose principal
subsidiary is Mayflower Co-operative Bank.

The primary business of the Bank is to acquire funds in the form of deposits from the general public and to
make loans for the construction, purchase and refinancing of residential and commercial real estate and, to a
lesser extent, to make commercial business and consumer loans in its primary market area. The Bank considers its
primary market area to be southeastern Massachusetts including Plymouth County, Bristol County, and Barnstable
County, The Bank's operations are conducted through seven full service offices in Middleboro, Plvmouth,
Wareham, Rochester, Bridgewater, Lakeville and West Wareham.

The Bank offers a variety of deposit accounts to both individuals and commercial customers. Deposits at the
Bank are insured by the Federal Deposit [nsurance Corporation (FDIC) for up to $100,000 {($230,000 for retirement
plan accounts) and by the Share Insurance Fund of The Co-operative Central Bank for amounts in excess of FDIC
limits. The Bank offers its retail banking customers numerous additional banking advantages with various products
and services such as checking account overdraft protection, home equity loans, debit cards, telephone banking
and on-line banking,

The Bank's primary sources of liquidity are deposits, loan payments and payofls, investment income, maturities
and principal repayments of investments, and advances from the Federal Home Loan Bank of Boston. As 2 mem-
ber of The Co-operative Central Bank's Reserve Fund, the Bank also has the right to borrow from the Reserve
Fund for short-term cash needs. The Bank's liquidity management program is designed to insure that sufficient
funds are available to meet its daily cash requirements.

The Buank believes its capital resources, including deposits, scheduled loan repayments, revenue generared from
the sales of loans and investment securities, unused horrowing capacity at the Federal Home Loan Bank of Bostor,
and revenue from other sources are adequate o meet its funding commitments. At April 30, 2008 and 2007, the Bank’s
capital ratios were in excess of regulatory requirements, and as such, the Bank considers itself 1o be well-capitalized.

LENDING ACTIVITIES:

Net of its reserve for loan loss, the Bank’s loan portfolio totaled §125.3 million as of April 30, 2008, which
represented 51.4% of total assets. The Bank offers conventional mortgage loans, construction loans, home equity
loans and lines of credit secured by residential properties, as well as commercial real estate mortgages and com-
mercial business loans. The Bank also makes consumer loans on 4 secured and unsecured basis.

INVESTMENT ACTIVITIES:

The Bank believes it is proper to maintain an investment portfolio that provides a source of income as well
as a source of liquidity to meet loan demand and o fund fluctuations in its deposit base. The relative mix of invest-
ment securities and loans in the Bank's portfolio is dependent upon loan demand as well as the relative attractive-
ness of yields available on loans as compared to yields on short-term investinent securities. At April 30, 2008, the
Bunk’s portfolio of short-term investments and investment securities totaled $97.8 million which represented 40.1%
of total assets. This portfolio included U.S. Government obligations, mortgage-backed and related securities,
corpuorate notes, municipal obligations, federal funds sold and other types of marketable equity securities.

SavinGs AcTIvITIES AND OTHER SOURCES OF FUNDS:

Savings accounts and other types of deposits have traditionally been an important source of funds for use
in lending and for other general business purposes. The Bank also derives funding from loan amortization and
repayments, sales of securities, loan sales, and from other operations. The availability of funds is influenced by
general interest rates and other market conditions. Scheduled loan repayments provide a relatively stable source
of funds, while deposit inflows and outflows may vary widely and are influenced by prevailing interest rutes and
money market conditions. Borrowings have been used on a short-term hasis for liquidity purposes and have also
been used 1o fund lending and investment activities.

Substantially all of the Bank’s deposit accounts are derived from customers who reside or work in the Bank's
market area and from businesses located in that area. The Bank encourages and in some cases requires its borrowers
to maintain deposit accounts at the Bank.

The Bank has further enhanced its delivery systems by providing automated teller machines (CATM™) and
debit cards that can be used at any CIRRUS or NYCE ATM location nationwide and by offering telephone and on-
line banking services. The Bank has no brokered accounts and does not currently intend to solicit or to accept
such deposits. The Bank does not actively solicit certificate of deposit accounts over $100,000 but does accept
them from in-market customers,



MANAGEMENT’S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Mayflower Bancorp, Inc. and Subsidiary

The management of the Company is responsible for establishing and maintaining adequate internal control
over financial reporting. The Company’s internil control system was designed 1o provide reasonable assurance
regarding the reliability of financial reporting and the preparation of the Company’s financial statements in accordance
with accounting principles generally accepted in the United States of America.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those
systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of April 30,
2008, using the framework set forth by the Comunittee of Sponsoring Organizations of the Treadway Commission
(COSQ) in Mternal Control—hitegrated Framework. Based on our assessment, we believe that, as of April 30, 2008,
the Company’s internal control over financial reporting is effective.

This annual report does not include an attestation report of the Company’s registered public accounting firm
regarding internal control over financial reporting, Management's report was not subject to attestation by the Company’s
registered public accounting firm pursuant to temporary rules of the Securities and Exchange Commission that
permit the Company to provide only management’s report in this annual report,

oG Mo e

EDWARD M. PRATT MARIA VAFIADES
President and Chief Executive Officer Vice President and Chief Financial Qfficer

INDEPENDENT AUDITOR’S REPORT

To the Stockbolders and Board of Directors
MAYFLOWER BANCOREP, INC. AND SUBSIDIARY
Middleboro, Massachusetts

We have audited the accompanying consolidated statements of financial condition of Mayflower Bancorp, Inc.
(the Company) and Subsidiary as of April 30, 2008 and 2007, and the related consolidated statements of income,
changes in stockholders” equity, and cash flows for each of the three years in the period ended April 30, 2008,
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Mayflower Bancorp, Inc. and Subsidiary at April 30, 2008 and 2007, and the results of their
operations and their cash flows for each of the three years in the period ended April 30, 2008, in conformity with
accounting principles generally accepted in the United States of America.

%W # Pt

PARENT, McLAUGHLIN & NANGLE
Certified Public Accountants, Inc.
Boston, Massachusetts
July 7, 2008



CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

Mayflower Bascorp, Ine. and Subsidiary

April 30

(I Thowsaneds) 2008 2007
ASSETS
Cash and cash equivalents:
Cash and due from banks . . . .. e 5 4,940 5 6803
Federal funds sold and overnight investments. ... ... ... o L 2,975 3919
Total cash and cash equivalents. .. ... ... ... ... o 7,915 10,722
[nvestment securities (Note B o .o o L e
Securities available-for-sale, .. . .. . 51,466 43 885
Securities held-to-maturiey ., ... 43,377 37.002
Total investment Securities. . . . . . . . 94,843 80,887
Loans receivable, net (Note C) . .. o e 125,336 137,003
Accrued interest receivable (Note BY. . . L e 1,129 1,125
Real estate held for investment. . . . . . ... . e 315 327
Real estate acquired by foreclosure .. .. ... 605 —
Premises and equipment, net (Note F) . ... .. . 0 10,469 9.113
Deposits with The Co-operative Central Bank © . ... ... o . .. 449 449
Stock in Federal Home Loan Bank of Bostaon. atcost. .. . ... . ... .. ... ... 1,650 1.650
Refundable income taxes (Note 1) ... .. 209 244
Deferred income taxes (NOW I ... o L e 184 —
OthEr A8SCLS L L 647 787
Total ASSCES . . .o o e $243,751 §242307
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits (NOte G) .. . §204,176  $200.859
Advances and borrowings (Note H) ... ... . . e 18,659 20,558
Acdvances from borrowers for taxes and insurance . . ... .. 162 334
Deferred income taxes (Note 1Y . . . e — Q2
Allowance for loan losses on off-balance sheet credit exposures. .. ... ... ... .. 110 130
Accrued expenses and other liabilities . . ... .. ... . 755 717
Total Liabilities . . . ... . o 223,862 2220690

Commitments and contingencies (Notes K and M)

STOCKHOLDERS EQUITY {(Note M)
Preferred stock $1.00 par value; authorized 5,000,000 shares:

issued—none
Common stock $1.00 par value; authorized 15.000.000 shares;
issued 2,092,028 shares in 2008 and 2,093,850 shares in 2007 . ... ... ... ... ... 2,092 2.096
Additional paid-in capital . ... o0 4,312 4,254
Retained earnings . .. ... L L 13,589 13,485
Accurnulated other comprehensive income (loss) .. ... L (104) (218)
Total Stockholders Equity . ... ... 19,889 19.617
Total Liabilities and Siockholders Equity . .. ... .. o L o $243,751 5242307

See daccompanying notes 1o consolidated financial statements.

~J




CONSOLIDATED STATEMENTS OF INCOME

Mayflower Bancorp, Inc. and Subsidiary

Year Ended April 30

(Inn Thouscnds, Exeept Per Share Data) 2008 2007 2006
INTEREST INCOME:
Loans receivable . . . $ 9,127 § 9092 $ 8,838
Securities held-to-maturity . ... L e 1,755 1,448 1,475
Securities available-for-sale. . . .. . 2,392 2,226 2,068
Federal funds sold and interest bearing deposits in banks .. ... ..., 185 73 80
Total INterest INCOMIE . . . . ot e e e 13,459 13,439 12,401
INTEREST EXPENSE:
DEPOSITS . oo e 5,759 5,202 3,899
Borrowed funds. . . . ... e 912 1,124 742
Total INterest eXPenSe. . . . .. .ot 6,671 6,326 4,641
NET INTEREST INCOME. . . .. . e 6,788 7113 7.820
PROVISION FOR LOAN LOSSES. . .. . . e — 120 90
NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSES . ... ..., .. 6,788 6,993 7,730
NONINTEREST INCOME:
Loan origination and other loan fees ... ... ... ..o oo oo 113 174 137
Customer service fees . ... 710 700 043
Gain (loss) on sales of invesiment securities, net ... ... oL 108 15 (254)
Gain on sales of mortgage loans .. ... . ... . o e o 251 181 172
DML, . e 249 191 149
Total NONINETEST INCOMIE « © . o ot et e e e e e e 1,431 1,261 847
NONINTEREST EXPENSE:
Compensation and fringe benefits ... ... ... o 3,626 3,338 3,313
Occupancy and equipMeEnt. . .. ... ... 1,087 991 980
FDIC ASSESSIIENL & o o v e v e e e e e e e e e e e 33 24 26
OUNET. © . o 1,996 2,122 1,957
Total NONINIErESt EXPENSC. « . oot o i ettt 6,742 6,675 6,276
INCOME BEFORE INCOME TAXES . © o e 1,477 1,579 2,301
PROVISION FOR INCOME TAXES (Note [, ... oo o 421 532 862
NET INCOME . . ..o e e e e e e i $ 1,056 $ 1,047 $ 1,439
Basic earnings pershire . ... L o § 050 5 050 § 070
Diluted earnings per share. . . ... ... L $ 0.49 049 § 0.68
Weighted average basic shares outstanding .. .. ... o oo oo 2,096 2,090 2,072
Dilutive effect of outstanding stock options ... ... ... ... Lo 43 43 49
Weighted average dilwed shares owtstanding . ... ... oo o 2,139 2,135 2,121

See decompeanying notes lo consolidated financial statements.




CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Mayflower Bancorp, . and Subsidicry

Accumulated
Common  Additional Other
Common Stock Paid-In Retained  Comprehensive
(I Thousands. Except Share Amounts) Shares Amount Capital Earnings  Income (Loss) Total
BALANCE, April 30,2005 ..................... 2071932 $2072 $4,116 §12,663 $(455) $ 18,396
COMPREHENSIVE INCOME:
NELInCome ... ... — — — 1,439 — 1,439

Other comprehensive income, net of tax:
Change in unrealized loss on securities
available-for-sale, net of deferred
income taxes of 8336,000 . ............ ... — — — — (590) (590)
Reclassification adjustment for losses
included in net income, net of deferred

income taxes of $96,000 ... ... ... ... ... — — — — 158 158

(432)

Total comprehensive income .. .......... ... .. 1.007

Issuance of shares of §1 par value common stock . . . 1917 2 15 — — 17

Cash dividends paid (3.40 per share} . .. ....... ... — — — (828) — (828)

BALANCE, April 30, 2006 . . ... ... ... ... .... 2,073,849 2,074 4,131 13.274 (887) 18,592
COAMPREHENSIVE INCOME:

NELICome ... ..o — — — 1.047 — 1,047

Other comprehensive income, net of tax:
Change in unrealized loss on securities
available-for-sale. net of deferred
income taxes of $409.000 ... ... ... ... ... — — — — 678 078
Reclassification adjustment for gains included
in net income, nei of deferred income

taxes of SG.000 .. ... ... — — — — © 9

669

Total comprehensive income . ... ......... ..., 1.716

Issuance of shares of $1 par value common siock . . . 22,007 22 123 — — 145

Cash dividends paid (840 pershare) . .......... .. — — — (830) — (830)

BALANCE, April 30,2007 ... .................. 2,095.856 2,096 4,254 13.485 (218 19.617
COMPREHENSIVE INCOME:

NeUincome ... ..ooii i — — — 1.056 — 1.036

Other comprehensive income, net of tx:
Change in unrealized loss on securities
available-for-sale, net of deferred
income taxes of $115.000. . ............... — — — — 186 186
Reclassification adjustment for gains
included in net income, net of deferred

income taxes of 536,000 ... ........... ... — — — — (7 (72)

114

Total comprehensive income ... ......... . ... 1170
Issuance of shares of 51 par value common stock . . . 8.343 8 78 — — 86
Purchase of Company stock. ... ... ..., (12171 (12) (200 (114) — {146)
Cash dividends paid (840 per share) . ... ... .. — — — (838) — (838)
BALANCE, April 30,2008 .. ............... ... 2,092,028  §$2,092 $4,312 $13,589 $(104) $19,889

See accompanying notes to consolidated financial statenents.




CONSOLIDATED STATEMENTS OF CASH FLOWS

Mayflower Bancorp, Inc. and Subsididary

Year Ended April 30

(I Thousands) 2008 2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Interest and dividends received ... .. $ 13,503 §$ 13673 § 12,676
Fees und other income received . . ... . L 1,268 1,206 1,090
Interest paid . ... ... e (6,684)  (6,360) (4,589)
Cash paid to suppliers and employees ... ... o (6,230) (6,114)  (5,691)
Income taxes Paid . . . ... oot (741) (824) (614)
Net cash provided by operating activities ... ... ... ..o 1,116 1,575 2,872
CASH FLOWS FROM INVESTING ACTIVITIES:
Net decrease (increased inloans. . ... ... 11,117 2.277 (8,045)
Purchases of available-for-sale securities. . ... ... .. ... . .. .. ... .. ... (29,182) (5,172) (14,143
Proceeds from sales, calls, and maturities of available-for-sale securities . . . .. 21,888 10,610 13,096
Purchases of held-to-maturity securities . ... ... ... .. . 0. (21,567) (7,831) (8,447)
Proceeds from maturities and calls of held-to-maturity securities. ... ... .. .. 15,158 10,723 6,471
Purchase of FHLB Stock. . . ... oo — 3 (151)
Purchases of premises and equipment . .. ... ... ... o o (1,841) (3,000 (704)
OMNEI—ICL © .« o ottt et e et e e e 156 (342) 49
Net cash provided by (used in) investing activities. .. ............... .. (4,271) 7262 (12,474)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase in deposits 3,317 325 4,583
Proceeds from advances and borrowings . .. ... ... o L 11,000 14,700 15,500
Payments on advances and borrowings ... .. ... L L o o {12,899) (18,839 (12,21%)
Net {decrease) increase in overnight Federal Home Loan Bank advances. . . .. — (300) 500
Net (decrease) increase in advances from borrowers for taxes and insurance . . (172) 95 46
Proceeds from issuance of common stock ... oL 86 145 17
Repurchase of Company stock . ... ... ... o (146) — —
Dividends paid .. ... . (838) (830) (828)
Net cash provided by (used in) financing activities . .. ............. ... 348 (4,910) 7,603
Net (decrease) increase in cash and cash equivalents .. ... ... ... . oL (2,807} 3,927 {1,999)
Cash and cash equivalents, beginning of vear ... ... oo oo 10,722 6,795 8,794
Cash and cash equivalents, end of year . ... ... ... Lo oo $§ 7,915 $10,722 § 6,795
Reconciliations of net income o net cash provided by operating activities:
NELINCOME © o e e e $ 1,056 5 1,047 $ 1,439
Adjustments to reconcile net income to net cash provided by operating activities:
Deprecialion ... oot 498 477 501
Provision for loun 1085E8. . . . . . e —_ 120 90
Allowance for losses on off-balance sheet ftlems .. . oo o oo oo (20) — —
Premivm amorlzation .. . . o e e e e 47 202 321
Intangible amortization . ... ... o 14 14 14
Deferred INCOIMIE TAKES . o o vt ot e e (355) — 185
(Gain) loss on sales of investment securities, net. ... ... . (108) {13) 254
Decrease (increase) in refundable income taxes ... ... ... o .. 35 (244) 15
Decrease (increase) in accrued interest receivable, ..o o 0 o o oL (4) 31 (105)
Decrease (increase) in prepaid expenses ... ... e (34) 10 5)]
Decrease (increase) in mortgage servicing rights, .. ... ... oo (13 21 65
Increase (decrease) in deferred loan origination fees. . ... ..o .. (55) (40} (103
Increase (decrease) in accrued imterest payable. ... .. .. .. o o (13) (39 52
Increase (decrease) in accrued iNCOME GIXES, . ... oo it ie s —_ (48) 48
Increase (decrease) in accrued exXPenses. . . ..o e 68 30 18
Total adjustments . . . .. ..ot 60 528 1,433
Net cash provided by operating activities. . ... . .o oo $ 1,116 $ 1575 § 2872
SUPPLEMENTAL DISCLOSURES:
Total decrease (increase) in unrealized loss on securities available-for-sale ... § 193 & 1,072 § (692)
Loans transferred to real estate acquired by foreclosure ... ... o L § 605 — 5 —

Transfer of allowance for loan losses o allowance
for loan losses on off-balance sheet credit exposures. . ................ $ — 8§ 130 8 —

See accompanying notes 1o consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years Ended April 30, 2008, 2007 and 20006 Meyflower Beoircorpy, Inc. cnnd Stubsidicary

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of operations:

Mayflower Bancorp, Inc. (the “Compuny™ is 1 Mussachusetts chartered holding company whose principal
subsidiary is Mavflower Bank (the “Bank™). The Bank operates seven full service banking offices in Middleboro,
Plymouth, Wareham, Rochester, Bridgewater, Lukeville, and West Wareham, Massachusetts providing a variety of
deposit and lending services. As a Massachusetts chartered co-operative bank whose deposits are insured by the
Federal Deposit Insurance Corpeoration C'FDIC™) and the Share Insurance Fund ("SIF7). the activities of the Bank
are subject o regultion, supervision and examination by federal and state regulatory authorities, inctuding, but
not limited to the FDIC. the Massachusetts Commissioner of Banks and the SIF. In addition, as a bank holding
company, the Company is subject to supervision. examination and regulation by the Board of Governors of the
Federal Reserve System.

Reorganization and basis of presentation:

On February 15, 2007, Mayflower Co-operative Bank completed its reorganization into a holding company
structure, at which time it became a wholly-owned subsidiary of Mayflower Bancorp, Inc. Each share of Mayflower
Co-operative Bank common stock was converted to one share of Mayflower Bancorp, Inc. common stock. The
results presented for the years ended April 30, 2008 and 2007 are those of Mayflower Bancorp, Inc., which include
the accounts of the Company and its wholly-owned subsicdiary Mayflower Bank and its subsidiaries, MFLR Sccurities
Corporation and Maytlower Plaza, LLC. The fiscal year ended April 30, 2006 consolidated financial statements rep-
resent those of Mayflower Co-operative Bank and Subsidiaries. The Company has one reportable operating segment.
All significant intercompany balances and transactions have been eliminated in consolidation.

The accounting and reporting policies of the Company conform to ULS. generally accepted accounting principles
and to general practices within the Banking industry. In preparing the consolidated financial statements, manage-
ment is required o make estimates and assumptions that affect the reported amounts of assets and liabilities at
the balance sheet date und income and expenses for the period. Actual results could differ from those estimates.
Materiul estimates that are particularly susceptible 1o change in the near term relate to the determination of the
allowance for loan losses, the allowance for loan losses on off-balance sheet credit exposures and other temporary
declines in the value of investment securities requiring impairment writedowns due to general market conditions
or ather fuctors,

Certain amounts in the prior years' consolidated financial statements were reclassified o facilitate comparison
with the current fiscal year.

Cash and cash equivalents:

For purposes of the statements of cash flows, the Company considers cash and cash equivalents to include
cash on hand, amounts due from banks, federal funds sold, and overnight investments. Generally, federal funds
are sold for one-day periods.

Investment securities:
Trading securitics:

Securtties that are held for short-term resale are classified as trading account securities and recorded at their
fair values. Realized and unrealized gains and losses on trading account securities are included in other income.

Securities held-to-maturity:

Government, federal agency, corporate debt securities, and municipal obligations that management has the
positive intent and ability 1o hold 1o maturity are reported at cost, adjusted for amortization of premiums and
accretion of discounts that are recognized in interest income using methods approximating the interest method
over the period to maturity. Mortgage-backed sceurities represent participating interests in pools of long-term first
mortgage loans originated and serviced by issuers of the securities. Premiums and discounts are amortized using
methods approximating the interest method over the remaining period to contractual maturity, adjusted for antici-
pated prepayments.

Securities available-for-sile:

Available-for-sale securities consist of investment securities not classified as trading securities nor as held-1o-
maturity securities. Unrealized holding gains and losses, net of tax, on available-for-sale securities are excluded
from earnings and are included in other comprehensive income (loss). Realized gains (lossesy on available-for-sale
securities are included in other income {expense) and, when applicable, are reported as a reclassification adjustment,
net of tax. in other comprehensive income (loss). Gains and losses on the sale of availuble-for-sale securities are




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS rcContinned)

Years Ended April 30, 2008, 2007 and 2006 Meavflower Bancorp, fnc. and Subsidiary

determined using the specific-identification method. The amortization of premiums and the accretion of discounts
are recognized in interest income using methods approximating the interest method over the remaining period 1o
contractual maturity.

Declines in the fair value of individual held-to-maturity and available-for-sale securities below their cost that
are other than temporary result in write-downs of the individual securities to their fair value. The related write-downs
are included in earnings as realized losses. In estimating other-than-temporiry impairment losses, management
considers (1) the length of time and the extent to which the Fair value has been less than cost, (2) the financial
condition and near-term prospects of the issuer, and (3} the intent and ability of the Company to retain its invest-
ment in the issuer for a period of time sufficient to allow for any anticipated recovery in fair value.

Loans receivable:

Lending uctivities are conducted principally in the Southeustern Massachusetts area. The Company grants single-
family and multi-family residential mortgages, commercial real estate mortgages, commercial loans and a variety
of consumer loans. In addition, the Company grants loans for the construction of residential homes, multi-family
propertics, commercial real estate properties and for land development. Most loans granted by the Company are
collateralized by real estate.

The ability and willingness of borrowers to honor their repayment commitments is generally dependent on
the health of the real estate economic sector in the borrower’s geographic areas and the general economy. Loans
receivable that management has the intent and ability to hold for the foreseeable future or until maturity or payoff
are reported at their owstanding unpaid principal balances reduced by any charge-offs or specific valvation accounts
and net of unearned discount, deferred loan fees and the allowance for loan losses. Loan origination and commit-
ment fees and certain direct loan origination costs are capitalized and the net amount is amortized as an adjusiment
of the loan vield over the contractual life of the related loans.

Loan income:

Interest on loans is credited to income by applying the interest rate o the principal amount outstanding. Loans
on which accrual of interest has been discontinued are designated as non-accrual loans. Accrual of interest on
loans and amortization of net deferred loan fees or costs are discontinued either when a loan is specifically deter-
mined w be impaired, or when a loan becomes contractually past due 90 days with respect to interest or principal,
The accrual of interest on some loans, however, may continue even though they are more than 90 days past due
it management deems it appropriate, provided that the loans are well secured and in the process of collection.
When a loan is placed on non-accrual status, all interest previously accrued but not collected is reversed against
current period interest income. Interest accruals are resumed on such specific impaired loans only when they are
brought fully current with respect to interest and principal and when, in the judgment of management, the loans
are estimated 10 be fully collectible as 1o both principal and interest,

Allowannce for loan losses and allowance for loan losses on off-balance sheet credit exposures:

The adequacy of the allowance for loan losses is evaluated on u regular basis by management and the
Company’s Bodard of Directors. Factors considered in evaluating the adequacy of the allowuance include previous
loss experience, current economic conditions and their effect on borrowers, the estimated value of any underlying
collateral and the performance of individual loans in relation to contract terms. The provision for loan losses charged
to operations is hased upon management’s judgment of the amount necessary to maintain the allowance at a level
adequate 1o absorb possible losses. Loans are charged off when management believes the collectibility of the
principal is unlikely.

Management believes that the Company’s current allowance for loan losses is adequate. While the allowance
for loan losses is evaluated by management based upon available information, future additions o the allowance
may be necessary based on changes in local economic conditions. Additionally, regulatory agencies review the
Company’s allowance for loan losses as part of their examination process. Such agencies may require the Company
to recognize additions to the allowance based on judgments which may be different from those of management.

The allowance consists of specific, general, and unallocated components. The specific component relates to
loans that are classified as doubtful, substandard, or special mention. For such loans that are also classified as
impaired, an allowance is established when the discounted cash flows (or collateral value or observable market price)
of the impaired loan is lower than the carrying value of that loan. The general component covers non-classified
loans and is bused on historical loss experience adjusted for qualitative factors. An unallocated component is
nitintained to cover uncertainties that could affect management’s estimate of probable losses. The unallocated
component of the allowance reflects the margin of imprecision inherent in the underlying assumptions used in the
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methodologies for estimating specific and general losses in the portfolio.

A loan is considered impaired when, hased on current information and events, it is probable that the Company
will be unable 10 collect the scheduled payments of principal or interest when due according (o the contractual
terms of the loun agreement. Factors considered by management in determining impairment include payment status,
collateral value, and the probability of collecting scheduled principal and interest payments when due. Loans that
experience insignificant payment delays and payment shortfalls generally are not classified as impaired. Management
determines the significance of payment delays and payment shortfulls on a case-by-case basis, taking into consid-
eration all of the circumstances surrounding the loun und the borrower, including the length of the delay, the reasons
for the delay, the borrower’s prior payment record, and the amount of the shortfall in relation to the principal and
interest owed. Impairment is measured on a loan-by-loan hasis for commercial and construction loans by either
the present value of expected future cash flows discounted at the loans effective interest rate, the loan's obtainable
market price, or the fair value of the collateral if the loan is collateral dependent.

Large groups of similar balance homogenous loans are collectively evaluated for impairment. Accordingly, the
Company does not separately identify individual consumer and residential loans for impairment disclosures, unless
such loans are the subject of a restructuring agreement,

The Company alse maintains an allowance for possible losses on its outstanding loan commitments. The allow-
ance for loan losses on off-balance sheet credit exposures (shown separately on the balince sheet) is maintained
based on expected drawdowns of committed loans and their loss experience factors and management's assessment
of various other factors inctuding current and anticipated economic conditions that may effect the borrowers™ ability
to pay, and trends in loan delinquencies and charge-offs.

Impaired loans:

The Company follows Statement of Financial Accounting Stundard (SFAS) No. 114, “Accounting by Creditors
Jor Impairmernt of a Loun,” which requires that certain impaired loans be measured based on the present value of
expecied future cash flows discounted at the loan's original effective interest rate or the collateral value, When the
measure of the impaired loan is less than the recorded investment in the loan, the impairment is recorded through
a valuation allowance.

Impairment of long-lived assets:

The Company follows Statement of Financial Accounting Standarcl (SFAS) No. W4, “Accounting for the hmpairnient
and Disposal of Long-Lived Assets.” The standard requires an entity to review long-lived assets und certain identifi-
able intangibles to be held and used for impairment whenever events or changes in circomstances indicate that
the carrying amount of an asset may not be recoverable.

Under the standard, all long-lived assets and certain identifiable intangibles to be disposed of are to be reported
at the lower of the carrying amount or fair value. less costs to sell.

Foreclosed real estate:

Real estate properties acquired through, or in licu of loan {oreclosure. are to be sold, and are recorded at the
time of foreclosure at the lower of the carrying amount of the loan or at the fuir value, less costs 1o sell, of the
related collateral, which becomes the new cost basis. The excess of the balance of the loan over the estimated fair
value, if any, is charged 1o the allowance for loan losses. Afier foreclosure, these assets are carried at the lower of
their new cost basis or fair value less costs o sell. Impairment losses on property o be held and used are measured
as the amount by which the carrying amount of a property exceeds its fair value. Costs incurred in maintaining,
foreclosed real estate and subsequent adjustments to the carrving amount of the property are included in income
(loss) on foreclosed real estate.

Premises and equipment:

Premises and equipment are stated at cost, less accumulated depreciation and amortization. Depreciation
and amortization is computed on the straight-line method over the estimated useful lives of the respective assets
as follows:

Office buildings and IMpPrOvVeMEnis . . ... .o e 20 1o 50 years
Furniture, fixiures and equipment. . ..o L e 3 10 20 years
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Mortgage servicing rights:

The Company follows Statement of Financial Accounting Standard (SFAS) No. 140, “Acconnting for Transfers
and Servicing of Financial Assets and Extinguisiments of Liabilities.” This statement requires that the Company
recognize the rights 1o service mortgage loans for others, regardless of the manner in which the servicing rights
are acquired, as separate assets. In addition, capitalized mortgage servicing rights are required to be assessed for
impairment hased on the fair value of those rights. Fair values are estimated using discounted cash flows based
on a current market interest rate. The amount of impairment recognized is the amount by which the capitalized
mortgage servicing rights for a strawum exceed thedr fair value.

Intaugible assets:

In connection with the acquisition {accounted for as a purchase) of the deposits of the Company’s Rochester
branch, costs atlocated to this purchase, including the deposit acquisition premium, have been capitalized. Amortization
of these intangible assets is on a straight-line method over a 15-year period.

Income taxes:

Deferred income tax assets and liabilities are computed annually for differences between the financial state-
ment and tax bases of assets and liahilities that will result in taxable or deductible amounts in the future based on
enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxable income,
Valuation allowances are established when necessary to reduce deferred tax assets to the amounts expected to
be realized. Income tax expense is the tax payable or refundable for the period plus or minus the change during
the period in related deferred tax assets and liabilities.

The Company classifies interest resulting from underpayment of income taxes as income tax expense in the
first period the inerest would begin aceruing according to the provisions of the relevant tax law.

The Company classifies penalties resulting from underpayment of income taxes as income ax expense in
the period for which the Compuany claims or expects to claim an uncertain tax position or in the period in which
the Company’s judgment changes regircling an uncertain tax position,

Pension plan:

The Company provides pension benefits for its employees through participation in the Massachuserts
Co-operative Banks' Employees Retirement Association. 1t is the Company’s policy to fund pension plan costs in
the year of accrual.

Stock-based compensation:

At April 30, 2008, the Compuny had two stocked-based compensation plans, which are deseribed more fully
in Note M. Effective May 1, 2006, the Company adopted Statement of Financial Accounting Standard (SFAS) No. 123
(revised 2004), “Share-Buased Payment,” which requires the measurement and recognition of compensation expense
tor all stock-based awards made 10 employees and directors, including stock option grants, based on estimated fair
values. SFAS No. 123(R) supersedes previous accounting under Accounting Principles Board Opinion (APB)} No. 25,
‘Accornting for Stock Issued to Employees” for periods heginning in fiscal year 2007,

SFAS No. 123(R) requires the Compuny 1o estimate the fair value of stock-based awards on the date of grant
using an option-pricing model. The value of the portion of the award that is ultimately expected to vest is recognized
as expense over the requisite service periods in the Consolidated Statements of Income. The Company adopted
SFAS No. 123(R) using the modified prospective transition method that requires the application of the accounting
standard starting the first day of the fiscal year, May 1, 2006, for the Company. The Consolidated Financial Statements,
as of and for the years ended April 30, 2008 and 2007, reflect the impact of SFAS No. 123(R).

Prior 1o the adoption of SFAS No. 123(R), the Company accounted for stock-based awards to emplovees and
directors using the intrinsic value method in accordance with APB No. 25, Under this method, no stock-based
compensation expense for employee stock options was recognized in the Consolidated Financial Statements because
the exercise price of the stock options granted equaled the fair market value of the underlying stock at the date
of grant. In accordance with the modified prospective transition method used in adopting SFAS No. 123(R), earn-
ings results prior to fiscal year 2007 have not been restated 1o reflect, and do not include the possible impact of
SFAS No. 123(R}.

Upon adoption of SFAS No. 123(R), the Company selected the Black-Scholes option-pricing model as the most
appropriate method for determining the estimated fair value for stock-based awards.
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The following table illustrates the effect on net income and carnings pey share if the Company had applied
the fair value recognition provisions of SFAS No. 123(R) in fiscal 2000,

(In Thousavds, Excep Per Shere Deitet) 2006
Net income Asreported. ... e $1,439
Pro fOMNE . 1,385
Basic earnings per share ASTEPOed. L L 0.70
Pro fOrmil . .o 0.07
Diluted earnings per share AS TCPOTIE. . 0.68
Pro fOrmMa . ..o 0.65
Weighted average fuirvalue, oo oo e § 2.08
Expected dividend yickd .. o 2.57%
Risk-free MICTES MU, L oL 1.60%
Expected volatility, . .o 29.72%
Expected Life in veiars . oo .50

Earnings per share:

Basic earnings per share is computed by dividing net income by the weighted average number of shares of
commoen stock outstanding during the period. Diluted earnings per sharce retlects the effect on the weighted average
shares outstanding of the number of additional shares oustanding if dilutive stock options were converted into
common stock using the treasury method,

Fair values of financial instruments:

Statement of Financial Accounting Standard (SFAS) No. 107, "Disclosures about Fair Value of Financial
fnstruments.” requires disclosures of fair value information about financial instraments, whether or not recognized
in the statement of financial condition, for which it is practicable to estimate that value. In cases where quoted
market prices are not available, fair values are based on estimaes using present value or other valuation technigques,
Those techniques are significantly affected by the assumptions wsed, including the discount rate and estimutes of
future cash flows. [n that regard, the derived fair value estimates cannot be substantiated by comparison to inde-
pendent markets, and, in many cases, could not be realized in immediate settlement of the instruments.

Statement No. 107 excludes certain financial instruments and all non-financial instruments from its disclosure
requirements. Accordingly, the aggregate fair value amounts presented do not represent the underlving value of
the Company.

The following methods and assumptions were used by the Company in estimating its fair value disclosures for
financial instruments:

Cash. due from banks, federal funds sold. and overnight investments:
The carrying amounts reported in the statements of Ainancial condition tor cash, due from banks. federil Tunds
sold, and overnight investments, approximate those assets fair values,

Investment securities:
Fair values of investment securities are based on quoted market prices, where available, If quoted market prices
are not available. fair values are based on quoted market prices of comparable instruments.

Loans:

Fair values are estimated for portfolios of loans with similar financial characteristics. Loans are segregated
by type, such as commercial real estate, residential mortgage, and other consumer. Each loan category is further
segmented into fixed and adjustable rate interest terms. and by performing and nonperforming categorics.

The fair value of performing loans. except residential mortgage loans, is calculated by discounting contractual
cash flows using estimated murket discount rates which reflect the credit and interest rate risk inherent in the loan.
For performing residential mortgage loans, fuir value is estimated by discounting contractual cash flows adjusted
for prepayment estimates using discount rates based on secondary market sources adjusied to reflect differences in
servicing and credit costs.

Fair value for significant nonperforming loans is based on recent internal or external appraisals. i appraisals
are not available, estimated cash flows are discounted using a rate commensurate with the risk associated with the
estimated cash flows, Assumptions regarding credit risk, cash flows, and discount rates are judgmentally determined
using available market information and specific borrower information.

The carrving amount of accrued interest receiviable approximates its fair value,
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Deposit liabilities:

Under SFAS No. 107, the fair value of deposits with no stated maturity, such as noninterest bearing demand
deposits, savings and NOW accounts, and money market and checking accounts, is equal 10 the amount payable
on demand (hat is, their carrying amounis). The fair value of certificates of deposit are based on the discounted
alue of contractual cash flows.

Advances and borrowings:
Fair values of advances and borrowings are estimated by discounting the future cash payment using rates
currently available to the Company for borrowings with similar terms and maturities.

Deposits with The Co-operative Central Bank and Stock in Federal Home Loan Bank:

The carrying amount of the deposits with The Co-operative Central Bank approximates its fair value. The
carrying amount of the stock in Federal Home Loan Bank is at cost, since it is not practicable to estimate the fair
value because the stock is not marketable.

Commitments o extend credit:

Commitments to extend credit were evaluated and fair value was estimated using the fees currently charged
to enter into similar agreements, taking into account the remaining terms of the agreements and the present credit-
worthiness of the counterparties. For fixed-rate loan commitments, fair value also considers the difference between
current levels of interest rates and the committed rates,

Limitations:

The fair value estimates are made at a discrete point in time based on relevant market information and informa-
tion about the Anancial instruments. Because no market exists for a significant portion of the Company’s financial
instruments, fair value estimates are based on judgments regarding future expected loss experience, current
economic conditions, risk characteristics of various financial instruments, and such other factors. These estimates
are subjective in nature and involve uncertainties and matters of significant judgment, and, therefore, cannot be
determined with precision. Changes in assumptions could significantly affect the estimates.

In addition, the fair value estimates are based on existing on-balance sheet financial instruments without
attempting to estimate the value of anticipated future business and the value of assets and liabilities that are not
considered financial instruments. Other significant assets and liabilities that are not considered financial assets or
liabilities include the deferred ax assets or liabilities, and premises and equipment. In addition, as described for
investments and mortgage-backed securities, the tax ramifications related to the realization of the unrealized gains
and losses can have a significant effect on fuir value estimates and have not been considered in the estimates.

Recent accounting pronouncements:

In September 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 157, “Fuir Value
Measurements.” which defines fair value, establishes o framework for measuring fair value, and expands disclosures
about fair value measurements. The provisions of SFAS No. 157 are effective for financial statements issued for fiscal
years beginning after November 13, 2007, and inmerim periods within those fiscal years, This Statement is effective
for the Company on May 1, 2008, except for certain non-financial assets and Jiabilities for which the effective date
is May 1, 2009, and is not expected o have a material impact on the Company’s financial statements.

In February 2007, FASB issued SFAS No. 159, “The Fuair Value Option for Financial Assets and Financial Liabilities,”
which gives entities the option to measure eligible financial assets and financial liabilities at fair value on an
instrument by instrument basis that are otherwise not permitted to be accounted for at fair value under other
accounting standards. The election to use the fair value option is available when an entity first recognizes a financial
asset or financial liability. Subsequent changes in fair value must be recorded in earnings. This statement is effective
as of the beginning of a company’s first fiscal year after November 135, 2007. The Company adopted SFAS No. 139
on May 1, 2008 and did not elect 1o apply the fair value 10 any existing financial instruments.

In July 2006, FASH issucd FASB Interpretation No. 48 (FIN 48), “Accounting for Uncertainty in Income Taxes.”
FIN 48 clarifies the accounting for uncertainly in income taxes recognized in the Company’s financial statements
in accordance with FASB Statement No. 109, “Accounting for Income Taxes.” FIN 48 prescribes a recognition
threshold and measurement attributable for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a ax return. FIN 48 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 on
May 1, 2007. The adoption of FIN 48 did not have a material impact on the Company’s results of operations or its
financial position.

Mayflower Bancorp, Inc. and Subsidiary
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Investment securities have been classified according to management's intent. The amortized cost of sccurities

and their approximate fair values at April 30 are as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
tIn Thousands) April 30, 2008
AVAILABLE-FOR-SALE SECURITIES:
U.S. Government obligations ... ... . o o $ 6,595 $ 50 § — $ 6,645
Corporate debt securities. . ... ... 1,500 — 139 1,361
Municipal obligations. . . ... .. L 1,994 36 — 2,030
Mortgage-backed and related securities ... oL o oL 36,611 526 (42) 37,095
Trust preferred securitics ..o Lo L 750 — (55) 695
Marketable equity securities. .o o L 4,173 — (533) 3,640
$51,62% $612 $(769) $51,466
HELD-TO-MATURITY SECURITIES:
U.S. Government obligalioms .. ..o, L $11,011 $ 93 5 — $11,104
Municipal obligations. .. ... o 3,275 61 — 3,336
Mortgage-backed and related secarities ... ... L oL 29,091 258 74 29,275
$43,377 $412 $ (74 $43,715
Gross Gross
Amortized Unrealized Unrealized Fair
Corst Guins Losses Value
(I Thousands April 30, 2007
AVAILABLE-FOR-SALE SECURITIES:
LS, Government obligations . ... o L o o $ 11,741 5 2 3 (80) 5 11.663
Corporate debt securities. oo 0 o 1998 — {73 1.925
Municipal obligations. .. ... Lo Lo 957 — (8) 949
Mortgage-backed and refated securities ... L 24,118 "7 (213) 23,992
Trust preferred securitics . ... L e 1,000 17 — 1,017
Marketable equity securities. ..o o 4,421 12 (94) 4.339
3 44235 $118 S (408) $ 43,885
HELD-TO-MATURITY SECURITIES:
U.S. Government obligalions ... ..o o o $ 9997 5 — $ (63) § 9932
Municipal obligations. . .. ... L 1.314 2 (3) 1.313
Mortgage-hacked and related securities .o o 0 oL 25.091 18 (371 25338
§ 37,002 $ 20 § (439) $ 30,383

Mortgage-backed and related securities consist of primarily FHLMC and FNMA certificiues and other asset

backed investments.

Proceeds from sales of investment securities amounted o $7.675,000, $1,500.000 and $5,317.000 during the
vears ended April 30, 2008, 2007 and 2006, respectively. Gross gains of $108,000, $15,000 and $113,000 for the
years ended April 30, 2008, 2007 and 20006, respectively, and gross Josses of $0, $0 and $367,000, respectively, for
the years ended April 30, 2008, 2007 and 2006 were realized on those sales.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ccontiniied)

Years Ended April 30, 2008, 2007 and 2006

18

Mayflower Bancorp, Inc. and Subsidiary

The scheduled maturities of securities held-to-maturity and securities (other than equity securities) available-
for-sale at April 30, 2008 are shown below. Expected maturities will differ from contractual maturities because
borrowers may have the right to call or prepay obligations with or without call or prepayment penalties.

Seeurities Securities
Held-1o-Maturity Available-for-Sale
Amortized Fair Amortized Fair

(i Thotesands) Cost Value Cost Value
Duein 1 year orless. ... .o § 1,851 $ 1863 § 2906 $ 3,022
Due after | year through Syears. ... ... . o 6,706 6,803 5,325 5,232
Due after § years through 10 yeurs ..o o o 3,998 4,016 1,006 1.007
Due after 10 Years. . ... e 1,731 1,756 762 775

14,286 14,440 10,089 10,036
Mortgage-backed, asser-backed and related securities ... o oo 29,091 29,275 36,611 37.095

543,377 $43,715 $46,700 $47,131

Information pertuining to securities with gross unrealized losses at April 30, 2008, aggregated by investment
category and lengih of time that individual securities have been in a continuous loss position, follows:

Less Than Twelve Months
Twelve Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Valbue Losses
SECURITIES AVAILABLE-FOR-5ALE
Debt securities:
Corporiie debt securities. ... o $ — $ — $ 801 $139 $ 861 - 5139
Morigage-hacked and related securities ... 5,638 4l 499 1 6.137 42
Trust preferred securities . ... ... L L oL 695 55 — — 695 55
Total debt securities . . ... .. .. .. L 6.333 9% 1,360 140 7.693 236
Marketable equity securities. ... ... o 534 214 1.106 319 1.640 533
Total securities available-for-sale, ... .. . .. L. $6,867 $310 $2,466 $459 $9.333 $769
SECURITIES HELD-TO-MATURITY
Mortgage-hacked and relaved securities ... ... ... L §6.225 $ 45 $1,424 $29 §7.649 $ 74
Total securities held-o-maturity ... ... ... L 86,225 $ 45 $1.424 $ 29 $7.649 $ 74

Management reviews the investment portfolio from time to time and evaluates securities for other-than-
lemporary impairment status. As part of this review, management discusses those securities that have depreciated
in value 10 determine if the security is other-than-temporarily impaired. If the conclusion is that the security has
been impaired, management will either write down or sell the security. As part of the evaluation process, consid-
eration is given to (1) the length of time and the extent 1o which the fair value has been less than cost, (2) the
financial condition and near-term prospects of the issuer, and (3) the intent and ability of the Company to retain
its investment in the issuer for a period of time sufficient to allow for any anticipated recovery in fair value.

At April 30, 2008, 24 debt securities had unrealized losses with aggregate depreciation of 2.0% from the
Company’s amortized cost basis. These unrealized losses relate principally to fluctuations in interest rates. Also at
April 30, 2008, four marketable equity securities (including preferred stocks) had unrealized losses with aggregate
depreciation of 24.5% from the Company’s cost basis. No credit issues have been identified that cause management
to believe the declines in market value are other-than-temporary. In analyzing the issuer’s financial condition,
management considers industry analysts’ reports, financial performance and projected target prices of investment
analysts within a one-year time frame. Unrealized losses on marketable equity securities that are significant and
that have been sustained for more than a twelve-month period are generally recognized by management as being
other-than-temporary and are sold, unless evidence exists to support a realizable value equal to or greater than
the Company’s carrying value of the investment.
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C. LoaNs RECEIVABLE:
Loans receivable at April 30 are summarized as follows:

April 30
(In Thousands) 2008 2007
Mortgage loans on real estate:
Residensial. © . . $ 51,897 § 32772
Commercial . . .. 37,319 37.704
CONSIFUCTION . . . . o ot o e e e e e e 8,239 20,601
Home equity LOans . .. 5,634 5.875
Home equity lines of credit, ... o e 19,033 19.298
122,122 136.250
Less:
Due borrowers on unadvanced Toans, ... ... (1,639) (3.141)
Net deferred loan origination (fees) Costs . ..o L 65 10

120,548 131.119

Consumer loans:

PNl L e 1,272 1,408

Loans secured by SaVINES QCCOURIS .. Lo e e 855 1,045
2,127 2,453

Commercial loans:

Secured and unsecured . L. 1,259 1.383

LIS O CTetit . . . . L e e 2,777 3321
4,036 5.104

126,711 138.676
Less allowance for lomn Josses . . o (1,375) (1.673)

§125,336  $137.003

Home equity lines of credit, consumer lines of ¢redit and commercial lines of credit are shown nert of unad-
vanced funds amounting 10 $17,849,000, $426,000 and $2,646,000, respectively, at April 30, 2008,

Non-accrual loans, which inchude loans which are contractually past due 90 days or more and loans less than
90 days past due on which the Bank has ceased accruing interest amounted to $617,000 and $0 at April 30, 2008
and 2007, respectively. Total interest due but not accrued on non-acerual loans totaled approximately $16,000 and
$0 at April 30, 2008 and 2007, respectively.

There were no impaired loans at cither April 30, 2008 or 2007 us all delinquent loans were collateral dependent
and the values of the related collateral were sufficient 10 cover the delingquent loans.

Activity in the allowance for loan losses is summarized as follows for the years ended April 30:

(In Thouscridsy 2008 2007 2006
Balance at beginning of year. . ... $1,673 351,704 351600
Provision for loan losses .. .. — 120 90
Reclassification to allowance for loan losses on off-hatanee sheet credit exposures .00 000 0L — (130 —
Loans charged off . o e (305) 28) —
RECOVEDIES, . oo e 7 7 o
Bualunce at end of vear - ... $1,375 51673 SL704

D. Loan SERVICING:

Mortgage loans serviced for others are not included in the accompanying consolidated statements of financial
condition. The unpaid principal balances of mortgage loans serviced for others was $65,375,000. $39,453,000 and
$38,107,000 at April 30, 2008, 2007 and 2000, respectively.

Custodial escrow balances maintained in connection with the foregoing loan servicing, and included in demand
deposiis, were approximately $279,000, $389.000 and $196,000 at April 30. 2008, 2007 and 2006, respectively.

Mortgage servicing rights of approximately $138.000, $110,000 and $92.000 were capitalized in 2008, 2007 and
2006, respectively. Amortization of mortgage servicing rights was approximately $125.000, $132,000 and $158,000
for the years ended April 30, 2008, 2007 and 2000, respectively.
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E. AccrueD INTEREST RECEIVABLE:
Accrued interest receivable at April 30 is summarized as follows:

(In Thousaneds} 2008 2007
DS 6 T o T U] o | 3 $ 593 § 499
Loans receivable . o 526 610
O L 10 16

$1,129  $1.1235

F. PREMISES AND EQUIPMENT:
A summary of the cost and accumulated depreciation of premises and equipment at April 30 is summarized
as follows:

(I Thousands) 2008 2007
52 T $ 2,928 § 1,608
Buildings and Lind improvements ... 9,005 8.645
BUI DI« o L e 2,022 2,184
13,955 12,437
Accumulbited depreciltion ... .. (3,486) (3,329)

$10,469 S5 9,113

Depreciation expense for the years ended April 30, 2008, 2007 and 20006, amounted to $498,000, $477,000
and §501.000, respectively.

G. DEPosITS:
Deposits at April 30 are summarized as follows:

(In Thotsciids) 2008 2007
NOW ICCOUNIS & o vt e et et e e e e $ 27,382 S 29714
Demand deposil aCCOUNs . ... 12,792 10,893
Official chiecks o 2,718 2228
Reguliar savings qCCOUnS. . .. e e e 30,175 30,647
Money murket deposil aCCOwms. © L L e e e e s 13,948 10,706
Totil non-certificate QCCOWNES. . .0 L o 87,015 84,188
Certificates:
Term and money muarkel - L 101,582 101,061
LR A e e 15,579 15,610
Total Certificale QUCOUNLS . . . .00 o 117,161 116,671
Total deposils. © ..o $204,176  $200,859

Term deposit certificates of $100,000 or more totaled approximately $41,914,000 and $43,284,000 at April 30,
2008 and 2007, respectively.
A summary of term certificate accounts by maturity, as of April 30, 2008, is us follows:

Weighted
Average Amount in
Rate Thousands
WALRIN ONE YEIT L Lo e et e e 4.17% $103,624
OVET ONE YEAT 10 IWO YRHEIS. . .. ... Lttt e e e 3.42% 9.011
Over two years 1o three Yeurs . .. 3.77% 3577
Over three years o five years .. e 3.39% 949

$117,161
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H. Apvances, BorrowinGgs axnp LiNes-oF-CREDIT:

At April 30, 2008, the Company has outstanding advances from the Federal Home Loan Bank of Boston
amounting to $18,200,000, which mature at various dates through June 2017 and bear interest at rates ranging from
2.50% to 5.52%. The advances may be prepaid at any time subject 10 a prepayment fee. Also included in advances
and borrowings is a mortgage note payable with an oustanding balance of $§459,000. payable in monthly installments
of $4 287 including interest at 6.25% through June 2011, at which time the remaining principal is due. Land with a
carrying value of approximately $1.0 miilion is pledged as collateral on this note. Principal maturities under these
advances and the mortgage note payable are as follows:

Amount in

Year ending April 30 Thousands
20000 e e e e s S 7723
2000 L e e 6.025
110 2027
200 e e 1.884
2003 e e e e e —
5T T LY P 1.000
§18.659

All borrowings from the Federal Home Loan Bank of Boston are secured by certain unencumbered morigage
loans, The Company has a variable rate overnight line-of-crediv of $2.714,000 with the Federal Home Loan Bank of
Boston, which was unused at April 30, 2008, The Company also has the ability o borrow from The Co-operative
Central Bank.

1. INcOME TAXEs:
Consolidated income taxes for the years ended April 30 are summarized as follows:

(i Thousarids} 2008 2007 2006
Current:
Federal . . $ 708 5465 $505
] 71 68 67 112
TOU CUTFCOE + o v o et e e e e e e e e e e e e e 776 532 677
Deferred (Benefin):
Federal .. e e (328) —_ 110
721 =N 27) — 75
Total deferred (henelit. . .. e e (355) — 185
Total INCOME AN CXPUISC . L oottt ettt e e e e e e § 421  §532  sH62

The components of the net deferred tax assets (liabilities) at April 30 are summarized as tollows:

tin Thousands) 2008 2007

Deferred tax assets for deductible emporary differences. .o oo $ B9S 5 87

Deferred tax liabilities for taxable temporary differences . o000 (7F11)  (966)
Net deferred 1ax assel (Rability) . L. L e $ 184 $ (92)
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Years Ended April 30, 2008, 2007 and 2006

The tax effects of significant temporary differences at April 30 are summarized as follows;

Mayflower Bancorp, Inc. and Subsidiary

(in Thousearnds) 2008 2007
Deferred tax assets:
Allowance for loan losses in excess of [X TeSErVes . . . $445 5367
Unrealized loss on available-for-sale securiiies . . .. .. L 0 53 132
Deferred COMPEensation . . .. ... 190 169
Tax versus book basis of organization costs. ... .. L e 66 —
Capitil Joss COTTYOVUL, L L e 59 _
Reserve for credil Josses. . 45 —
LT 37 6
$895 $874
Deferred ux liahilities:
Tax versus book basis of premises and cquipment. ... .. $357 5350
Tax versus book basis of louns originated forsale .. .00 o0 0 2 158
Tax versus book basis of mortgage servicing rights © ..o 145 120
Loan origination fees deferred for tax purposes .. ... e 167 233
Tax reserve for loan Josses inoexcess of buse year ..o L — 59
OUCT L 40 40
§711 5966

Total income tax expense differed from amounts computed by applying the U.S. federal income tax rate of

34% to income before income taxes as a result of the following:

(01 Thotisends) 2008 2007 2006
Expected income 1ax expense at federal taxorate. oo oL $ 502 $337 §782
State income tax. net of federal income ax benefit . ... _ . e 27 44 124
Dividends received deduction and other . L e (108) (49 44

Total INCOMIE TAX CXPEISE L ottt e e ettt e $ 421 5532 8862

There were no interest or penalties recognized as income tax expense for the vears ended April 30, 2008,

2007 and 20006.

J. OTHER NONINTEREST EXPENSE:
Other noninterest expense amounts are summarized as follows for the years ended April 30

(11 Theniseiieds) 2008 2007 2006
THAL PROCUSSING o oo e $ 305 $ 200 $ 280
DN ClOrs s . L 236 237 240
Professional fees (legal, audit, consulting) ... o0 00 o 335 439 290
Printing, postage, and supplies . .. 205 194 21
O L 915 962 936

$§1,996  $2122  §1.957

K. COMMITMENTS AND CONTINGENCIES:

Financial instruments with off-balance sheet risk:

The Company enters into financial agreements in the normal course of business that have off-balance sheet
risks. These arrangements are used to meet the financing needs of its customers and to limit its own exposure to
fluctuating market conditions. These instruments involve, to varying degrees, elements of credit and interest rate
risk in excess of the amounts recognized in the consolidated statements of financial condition. These financial
agreements include commiuments to originate loans, to disburse funds to borrowers on unused construction loans

and to disburse funds on committed but unused lines of credit and letters of credit.
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Financial instruments whose contract amounts represent crecit risk at April 30

Comtractual
Amounts
(in Thousarnds} 2008 2007
Commitments to originate JOuns - . ... ... § 5606 $ 5385
Unadvanced portions of home equity, consumer and commercial lines of erediv .. ... 0 0 o0 00 20,921 19,230
Unadvanced portions of constructon loans. . ... . 1,639 3. 14t
Standby letlers of credit . .o 213 307

$28,469  $30.263

The Company’s exposure 1o credit loss in the event of nonperformance by the other party 1o these financial
agreements is represented by the contractual amount of those commitments. These financial instruments are
agreements to lend to a customer provided there are no violations of any conditions established in the contract.
In addition, the agreements generally have fixed expiration dates or other termination clauses and may require
payment of a fee. Since some commitments are expected to expire without being drawn upon, the total amounts
do not necessarily represent future cash requirements. The amount and tvpe of collateral obtained, if deemed
necessary by the Company upon extension of credit. varies and is based on management’s credit evaluation of
the borrower.

The Company uses the same credit policies in making these commitments as it does for on-balance sheet
instruments, and evaluates each customer’s creditworthiness on a case-by-case basis.

Lease Commitmenis:

The Company leases its Rochester branch location, the site for its Bridgewater branch location, and two parcels
of land for remote ATM locations under non-cancelable operating leases which expire at various times through
November 2027, Minimum future lease payments under these leases are as follows:

Amounts

Year ending April 30 in Thousunds
0D $ 50
2000 . e 51
) 48
0 45
L 33
Therealter. ... 383

5810

Rental expense amounted o $72,000. $70,000 and $68,000 for the years ended April 30, 2008, 2007 and 2006,
respectively.

L. PENs1oN PLans:

The Company provides a pension plan covering all eligible employees through membership in the Co-operative
Banks” Employees Retirement Association (CBERA). Contributions to the plan are based on the funding requirements
set forth by the Trustees of the Retirement Association. In addition. the Company also participates in a 401(k) savings
plan through CBERA. Eligible employees may contribute up 1o 3086 of their salary. subject to certain limitations,
which cun be matched up to 5% by the Company on a dollur-for-dollar basis.

Pension expense on the mulii-employer plans, including contributory payments to the Company-sponsored
401(k) plan, amounted o $212.000, $246,000 and $213,000 for the vears ended April 30, 2008, 2007 and 2000,
respectively.

In 1998. the Companv adopted a deferred compensation arrangement with certain officers and directors
whereby these individuals can elect to defer a portion of compensation and fees to be then paid in the future with
interest defined in the Plan. Total expense under this Plan amounted to 568,000, 371,000 and $78.000 for the vears
ended April 30, 2008, 2007 and 20006. respectively.
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M. Stock OpTiON PLANS:

In 1988, the Board of Directors adopted a Stock Option Plan for the benefit of officer and non-officer employ-
ees and reserved and granted 191,250 shares of authorized but unissued common stock. In December 1997, the
Board of Directors granted options for 21,600 shares at an exercise price of §10.55. These options were available
as the result of accumulated forfeitures of previously granted options. The options are exercisable over a ten-year
period from December 1997 with no significant vesting periods required.

In 1999, the Bourd of Directors adopted a Stock Option and Incentive Plan for the benefit of officer and
non-officer employees and directors of the Company. Shares reserved under this plan totaled 99,750 shares of
authorized but unissued common stock. The exercise price of any option granted will not be less than the fair
market value of the common stock on the date of grant. In December 1999, the Board of Directors granted options
for 74,925 shares al an exercise price of $8.83. In June 2000, the Board of Directors granted options for 7,500 shares
at an excrcise price of $7.09. In December 2003, the Board of Directors granted options for 25,950 shares at an
exercise price of $14.00. A portion of these options were available as a result of accumulated forfeitures of previ-
ously granted options. The options are exercisuble over a ten-year period from the grant dates with no significant
vesting periods required.

A summary of the activity under the Plaps is as follows:

Average
Number  Exercise

of Shares Price

Balance outstanding ai April 30, 2006 . .. ... 109,712 $ 9.60
Options exercised (83.89-31055) ... .o (22,007) 6.58
Balance outstanding at April 30, 2007 .. ... e 87,705 $ 10.36
Options exercised (B8.83-81033) . ... ... o (8,343) 10.39
Balance outstanding at April 30, 2008. . .. ... ... 79,362 $10.36

There was no stock-based compensation expense for the years ended April 30, 2008 and 2007.

N. ConcENTRATION OF CREDIT Risk:

The Company maintains cash deposits at various financial institutions. Deposits at each bank are insured by
the Federal Deposit Tnsurance Corporation up to $100,000. At various times throughout the year, the Company’s
balance may have exceeded the insured limit.

O. REGULATORY MATTERS:

The Company is subject 1o various regulatory capital requirements administered by the federal hanking agen-
cies. Failure to meet minimum regulatory capital requirements can initiate certain mandatory, and possible additional
discretionary actions by regulators that, if undertaken, could have a direct material affect on the Company and the
consolidated financial statements. Under regulatory capital adequacy guidelines and the regulatory framework for
prompt corrective action, the Company must meet specific capital guidelines involving quantitative measures of the
Company’s assets, liabilities, and certain off-balance sheet items as calculated under regulatory accounting practices.
The Company’s capital amounts and classification are also subject to qualitative judgments by the regulators about
components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company to maintain
minimum amounts and ratios of total and Tier I capital (as defined in the regulations) to risk-weighted assets (as
defined), and of Tier I capital (as defined) to total average assets (as defined). Management believes, as of April 30,
2008, that the Company meets all capital adequacy requirements 1o which it is subject.

As of September 30, 2007, the most recent examination by the Federal Deposit Insurance Corporation (FDIC),
the Company was categorized as well-capitalized under the regulatory framework for prompt corrective action.
To be categorized as well-capitalized, the Company must maintain minimum total risk-based, Tier I risk-based, and
Tier 1 leverage capital ratios as set forth in the accompanying table. There are no conditions or events since that
notification that management helieves have changed the Company’s category.
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The following table sets forth the Company’s various regulatory capital categories at April 30, 2008 and 2007
(amounts in thousands):
To Be Well-

For Capital Capitalized Under
Adequacy Prompt Corrective
Actual Purposes Action Provisions

Amount Ratio Amaount Ratio Amount Ratio

As of April 30, 2008:
Total capital {to risk-weighted assets)

Mayflower Bancorp, Tnc. ... o $21,070  15.3% $11,023 8.0% $13,779 = 10.0%

Mayflower Co-operative Bank ... ... ... ... .. oL 20,953 15.2% 11,018 8.0% 13,772 = 10.0%
Tier I capital (o risk-weighted assets)

Maytlower Bancorp, Inc. ..o 19,585 14.2% 5512  4.0% 8,268 = 6.0%

Mayflower Co-operative Bank .. ... ................... 19,468 14.1% 5,509 4.0% 8,263 = 6.0%
Tier I capital (to toral average assets)

Mayflower Bancorp. Inc, .. .. .. 19,585 8.1% 9,666 4.0% 12,083 = 5.0%

Mayflower Co-operative Bank ... ... ... . . L L. 19,468 8.0% 9,706  4.0% 12,132 = 5.0%

As of April 30. 2007:
Total capital (to risk-weighted assets)

Mayflower Bancorp, [nc. ... . $21498 14.7% 511066 8.0% § 14582 2 10.0%

Mavflower Co-operative Bank ... ... ... . 21,317 14.0% 11,660 8.0% 14575 = 10.0%
Tier | capital {to risk-weighted assets)

Mayflower Bancorp. Inc. ... L o 19,6935 13.3% 5833 4.0% 8749 = 6.0%

Mayflower Co-operative Bank .. ... .. .. o o o L 19514 13.4% 3830 4.0% 8745 2  6.0%
Tier T capital (to wral average asseis)

Mayflower Bancorp, Inc. .. ..o 19,695 §.2% 9,053 4.0% 12066 2 5.0%

Mayflower Co-operative Bank .. ... ... ... . L L. 19514 8.1% 9.631  4.0% 12064 2 3.0%

P. Fair VaLugs oF FiNaNcialL INSTRUMENTS:
The estimated fair values of the Company's financial instruments at April 30, 2008 and 2007 are as follows:

April 30, 2008 April 30, 2007
Carrying Fair Carrying Fair

fin Thousaudds) Amount Value Amount Value
Financial assets:

Cash and due from Banks . ... $ 4940 $ 4940 S5 (6803 § 0803

Federal funds sold and overnight investments . .. ..., .. ... L 2,975 2,975 3519 399

[NVESIMENE SECUTILES . . o o o o e e e e e e e e e e 94,843 95,181 80.887 80,468

LOANS, MO . .. 125,336 125,892 137.003 136,746

Accrued interest receivable .. 1,129 1,129 1.125 1.125

Deposits with The Co-nperative Central Bank ... 0.0 00 0 0 0 0 449 449 449 449

Stock in Federal Home Loan Bank of Beston, .. ... ... ... .. .. . ... ... .. .. 1,650 1,650 1.650 1.650
Financial liabilities:

DIEPOSILE © o o e e 204,176 204,838 200,859 200,894

Advances and borrowings . . ... ... 18,659 19,189 20,558 20,411
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Q. PareNT CoMPANY FINANCIAL STATEMENTS:

Mayflower Bancorp, Inc, and Subsidiary

The following are the condensed financial statements for Mayflower Bancorp, Inc. (the “Parent Company”) only:

BALANCE SHEET

April 30
(i Thonsands) 2008 2007
ASSETS
0771 $ 46 § 110
Investment in subsidiany . . .. ..o e e 19,774 19.437
Refundable InCome LaXes. . . .o o e e e 4 —
Deferred inCoOme X assel, NEL . . . Lo ot e e e e e 65 70
TOUE ASSEIS o o ot et e e e e e $19,889 $19617
LiaBiLITIEs AND STocKnouners’ EQuiry
Acerued expenses and other liabilities. ... .. .. o $ — 5 —
Total Liabilities . . e e e e — —
Commitments and contingencies
STOCKHOLDERS' EQUITY
Preferred stock $1.00 par value: authorized 5.000.000 shares; issued—none
Common stock $1.00 par value: authorized 15,000,000 shares; issued 2,092,028 shares in 2008 and
20935836 shares i 2007 . . . o e 2,092 2.096
Additional paid-in capital. ... .. 4,312 4,254
Retained earmings . . ..ot ot e e e e 13,589 13,485
Accumulated other comprehensive J08s ... L. L e (104) (218)
Total Stockholders” EQUILY ..o oo e 19,889 19,617
Total Liahilities and Stockholders” Bquity ... ... $19,889 §519.017
STATEMENTS OF INCOME
Year Ended
April 30
(I Thouseands) 2008 2007
Dividends received from subsidistey . ... $ 839 § 439
NOMINTEIEST @XPUNSE « L o v v ot v ot e e et et e ettt e e 1 174
INCOMIE e T OIS . o . vttt e e e e et e e e e e e e e 838 285
Income tax expense (benefit) « ..o 5 (70)
Income hefore equity in undistributed carmings of subsidiary. .. oo oo 833 355
Equity in undistributed carnings of subsidinry. ..o 000 o o 223 (92
NELAMCOMIC © « o o e e e e e e e e $ 1,056 3§ 1,047
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STATEMENTS OF CASH FLOWS

Year Ended

April 30
(In Thousands) 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES:
NEUINCOIMNC .« o o o e $1,056 51047
Adjustments to reconcile net income to net cash provided by operating activities:
Equity in undistributed earnings of subsidiary .. ... L (223) 692)
Increase in refundable Income 1Xes, . . . (4) —_
Deferred tax expense (benefit) . . . 5 (70
Net cash provided by operating activitics ... .0 o 0o 834 2835
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from tssuance of common stock .. ... . 86 3
Repurchase of Company stock . .. oL Lo (146} —
Dividends paid .. L e (838) 209
Net cash used by financing activities. . ... ... o (898) (175)
Net (decrease) increase i Casll . L Lo L (64) 110
Cash, beginning of vear .o oL e e 110 —
Cash, end of yeur . ..o $§ 46 5 110

R. QUARTERLY Data (UNauDITED):
Consolidated operating results on o quarterly basis for the years ended April 30, 2008 and 2007 are summarized
as follows (in thousunds, except per share duta):

2008 2007
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter  Quarter  Quarter Quarter  Quarter  Quarter
Interest iNCOME . . .o v e s $ 3,203 $ 3,375 $ 3,425 $ 3,456 $3,372 5 3.363 $ 3.300 $ 3.344
[Nlerest CXpense . . ..., 1,544 1,702 1,734 1,691 1.635 1,634 1,370 1.487
Net interest income . . ... ..o e 1,659 1,673 1,691 1,765 1,737 1,729 1.7%0 1.457
Provision for loan losses .. .. ... ... ... — — — — 30 30 30 30
Net interest income after provision
for loan losses. ... ... . ... 1,659 1,673 1,691 1,765 1,707 1,699 1.760 1,827
Noninterest income:
Gain on sales of mortgages ... ... ... 90 96 56 9 63 60 32 24
Gain on sales of investments .., ., ., 77 28 3 — 15 — — —
Other o 240 274 267 291 251 204 271 279
Totul noninterest income ., ..., ... 407 398 326 300 331 324 303 303
Noninterest expense .. ... ... ... .. .. (1,710) (1,657) (1,657) (1.718) (1.675) (1.70%) (1.632) (1.66%)
Income before income 1axes . ., .. ... .. 356 414 360 347 303 320 431 465
Provision for income taxes ... ... ... L. 87 125 104 105 115 104 148 163
Netincome. ... ... $§ 2069 $ 289 § 256 § 242 S 248 5 216 $ 283 § 300
Basic earnings pershare . .. .. ... $ 012 % 014 $ 012 § 0.a2 § 012 §$ 010 §$ 014 § 0.14
Diluted earnings pershare ... . L $ 012 $ 014 $ 0.2 $ 0.11 $ 012 S 010 §$ 013 $ 014

I~
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS Mayflower Bancarp, Inc. and Subsidiary

FORWARD-LOOKING STATEMENTS!

This report includes certain forward-looking statements that involve inherent risks and uncertainties, A number
of important factors could cause actual results to differ materially from those in the forward-looking statements.
Those factors include the economic environment, competition, products and pricing in geographic and business
areas in which Maytlower Bancorp, Inc. (“the Company®) and its wholly owned subsidiary, Mayflower Co-operative
Bank (the “Bank”) operate, prevailing interest rates, changes in government regulations and policies affecting
financial services companies, and credit quality and credit risk management. The Company undertakes no obliga-
tion to release revisions to these forward-looking statements or reflect events or circumstances after the date of
this report.

RECENT ACCOUNTING PRONOUNCEMENTS:
For a discussion of recent accounting pronouncements see Note A of the Compuny’s Consolidated Financial
statements included with this Annual Report.

Crirical AcCouNTING POLICIES:

The Company’s consolidited financial statements have been prepared in accordance with U.S. generally
accepted accounting principles. As such the Company is required 1o make estimates and assumptions that affect
the reported amounts of assets and labilities at the balance sheet dates and the reported amounts of income and
expense during the reporting periods. Actual amounts could differ from such estimates. The Company believes
that the following accounting policies are among the most critical because they involve significant judgments and
uncertainties and could potentially result in materially different results under different assumptions and conditions.

Allowance for Loan Losses:

The provision for loan losses represents a charge or credit against current earnings and an addition or deduc-
tion from the allowance for loan losses. In determining the amount to provide for loan losses, the key factor is the
adequacy of the allowance for loan losses. Management uses a methodology o systematically measure the amount
of estimated loan loss exposure inherent in the loan portfolio for purposes of establishing an adequate atlowance
for loan losses, The methodology includes three elements: (1) an analysis of individual loans currently delinquent
or deemed to be impaired, (2) general toss atlocations for various types of loans based on loss experience factors,
and (3) an unallocated allowance. The general and unallocated allowances are maintained based on management’s
assessment of many factors including the risk characteristics of the loan portfolio, concentrations of credit, current
and anticipated economic conditions that may effect borrowers’ ability 1o pay, and trends in loan delinquencies
and charge-olts,

Any significant changes in these assumptions and/or conditions could result in higher than estimated losses
that could adversely affect the Company’s earnings. Tn addition, regulmory ugencies, as part of their examination
process, periodically review the Company’s allowance for loan losses and may require the Company to recognize
additional allowances based on judgments different than those of management, which could also adversely affect
the Company’s earnings. Refer to the discussion of Allowance for Loun Losses in the Business Section of the
Company's Form 10-K for the year ended April 30, 2008 and Note A to Consolidated Financial Statements for a
furiher description of the allowance for loan losses.

Other-Than-Temporarily Impaired Investment Securities:

Management judgment is involved in the evaluation of declines in value of individual investment securities held
by the Company. Declines in value that are deemed other-than-temporary are recognized in the income statement
through a write-down in the recorded value of the affected security. Management considers many factors in their
analysis of other-than temporarily impaired securities including industry analyst reports, sector credit ratings, vola-
tility in market price and other relevant information such as financial condition, earnings capacity and near term
prospects of the company and the length of time and extent to which the market value has been less than cost

Whenever a debt or equity security is deemed 10 be other-than-temporarily impaired as determined by man-
agement’s analysis, it is written-down to its current fair market value, Any unfavorable change in general market
conditions or the condition of a specific issuer could cause an increase in the Company's impairment write-downs
on investment securities, which would have an adverse effect on the Compuany’s earnings.
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FinanciaL CONDITION:

At April 30, 2008, the Company's total assets were $243.8 million as compared to $242.3 miltion at April 30,
2007, an increase of $1.5 million er .6%. During the year ended April 30, 2008, wtal invesiment securities increased
by $14.0 million white net loans receivable decreased by $11.7 million. Additionally, cash and cash equivalent bal-
ances decreased by $2.8 million and premises and equipment increased by $1.4 million. as a result of the purchase
of land in Plymouth, Massachusetts, on which the Company intends 1o construct its eighth retail facility.

During the fiscal year ended April 30, 2008, the soft housing market in Southeastern Massachusetts reduced
home purchase and construction borrowing. Still, for the year ended April 30, 2008, the Company originated a
total of $18.3 million in residential morigage loans, compared (o $16.5 million originated for the sume period one
vear xgo. During fiscal year 2008, the Company sold $13.8 million of residential loans in the secondary morigage
market compared to $11.6 million of originations sold over the course of the prior vear. These sales produced gains
of $251,000 for the vear ended April 30, 2008 as compared 1o gains of $181.000 for the year ended April 30, 2007,
This activity, combined with other mortgage payotts and regularly scheduled amortization. resulted in a §875,000
decrease in residential loan balances as compared to April 30, 2007.

Since April 30, 2007, net construction loan balances outstanding decreased by $9.0 million to $6.6 million
due 10 the sale of properties Ainanced by the Company and a reduction in new development financing activity.
Additionally, during the vear ended April 30, 2008, commercial montgage balances decreased by $385.000 and
commercial loan balances decreased by $1.1 million, The Company has also experienced a decrease of $241,000
in fixed-rate home equity loans, a decrease of $265,000 in home equity line of credit balanees outstanding, and a
decrease of $326,000 in consumer loan halances, In aggregate, net loans owstanding decreased by $11.7 million
from $137.0 million at Aprit 30, 2007 10 $125.3 million at Aprit 30, 2008.

Commercial business, construction and commercial real estate financing are generally considered o involve
a higher degree of credit risk than long-term financing of residential properties due to their higher paotential for
default and the possible difficulty and expense of disposing of underdying colluieral, if any. As such. the overall
strength of the Company's loan portfolio will continue 1o rely heavily on the health of the New England and
local economics,

Nonperforming assets are comprised of non-accrual loans, non-uceruat investments and real estate acquired
by foreclosure. Nonperforming loans consist of loans that are more than 90 days past due and louns less than 90
days puast due on which the Company has ceased accruing interest. As of April 30. 2008, nonperforming assets
totaled $1.2 million, comprised of nonpertorming loans of $617.000 and real estate acquired by foreclosure of
$605.000. The Bank had neither nonperforming loans nor real estate acquired by foreclosure ar April 30, 2007

During the year ended April 30, 2008, the Company foreclosed on a residential condominiuvm development in
Plympton, Massachusetts after recording a loss of $300,000. The property has one unit that is substantially complete
and building permits for eight additional units. As a result, real estate acquired by foreclosure was $605,000 at
April 30, 2008 us compared 1o $0 at April 30, 2007,

At April 30, 2008, the Company's reserve for estimated loan losses wis 314 million, which represented 1.10%
of net loans receivable at that date. This compares o $1.7 million at April 30, 2007, shich represened 1.22% of net
loans receivable, The change in the allowance for loan tosses as of April 30, 2008 reflects the decision made during
the Company’s second quarter 1o recognize a charge-off of $300,000 relating to an impaired commercial develop-
ment and construction mortgage to recognize its estimated value. Additionally, during the year ended April 30,
2008, the Company charged off §5,000 in net installment loans, offser by recoveries of $7.000 in net commercial
loans. The Company's loan portfolio continues 1o rely heavily on the strength of the local real estate market and u
significant deterioration in that market or other negative cconomic conditions could have a negative impact on the
Company’s results. As management continues to closely monitor the Compuny's loan portfolio, higher provisions
for loan losses and foreclosed property expense may be required should economic conditions worsen or the levels
of nonperforming assets increase.

Total deposits, after interest credited, increased by $3.3 million from $2009 million at April 30, 2007 to $5204.2
million at April 30, 2008. During the year, the Compuany experienced an increase in money market account balunces
of $3.2 million and an increase of certificate of deposit balances of $490,000, offset by o reduction of $415,000 in
checking and savings accounts balances.

Total stockholders’ equity increased by 272,000 when compared wo April 30, 2007, This increase resulted
from net income for the period of $1.1 million and the receipt of $86.000 as u result of the exercise of employec
stock options. Additionally. stockholders” equity increased due 1o fluctuations in the net unrealized loss on securities
available-for-sale, from a net unrealized loss of $218.000 at April 30, 2007 to a net unrealized loss of $104,000 at
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April 30, 2008. These increases were partially offset by repurchases of Mayilower Bancorp, Inc. common stock
totaling $146,000 as well as the payment of cash dividends totaling $838,000 or $.40 per share. The Company’s
total stockholders’ equity to assets ratio was 8.16% at April 30, 2008 as compared to 8.10% at April 30, 2007.

RESULTS OF OPERATIONS

Mayflower Bancorp, Inc.
Comparison of the years ended April 30, 2008 and April 30, 2007

General:

Net income for the year ended April 30, 2008 was $1,056,000 compared with net income of $1,047,000 for the
vear ended April 30, 2007, an increase of $9,000 or 9%. Net interest income decreased by $323,000 due 1o declin-
ing spreads and margins. The provision for loan losses was zero for the year ended April 30, 2008 compared to
$120,000 for the prior year. Total noninterest income increased by $170,000 or 13.5%, due primarily to increases
in gains on siles of investments of $§93,000 and gains on sales of loans of $70,000. Total noninterest expense
increased by $67,000 or 1.0%, principally as a result of increased occupancy expenses and increased salary and
benefit expense.

The Company’s results lurgely depend upon its net interest margin, which is the difference between the income
carned on loans and investments, and the interest paid on deposits and borrowings as o percentage of average
interest-earning asseis. During the vear ended April 30, 2008, the Company’s net interest margin decreased from
3.09% to 2.99%, primarily a result of the cost of deposits increasing more significantly than the vield earned on
interest earning assets due to a continuation of a shift in consumer preference for higher-cost deposit products.

The effect on net interest income as a result of changes in interest rtes and in the amount of interest-earning
assets and interest-bearing liabilities is shown in the following table. Information is provided on changes for the
period indicated attributable 1o (1) changes in volume {(change in average halance multiplied by prior period yield),
(2) changes in interest rates (changes in vield multiplied by prior pericd average balance) and (3) the combined
effect of changes in interest rates and volume (change in vield multiplied by change in average balance).

Year Ended April 30

2007 vs. 2008 2006 vs. 2007
Changes Due to Changes Due 10
Incredse (Decrease) Increase (Decrease)

Rawe/ Rute/
tIn Thousandys) Totab  Volume Rate Volume Total Volume Rite Volume
Interest income:

LOANS . .. 5(565)  §(357) S(216) 5 8 S 854 3 321 S 514 519
INVESIMICIIS . . oo o e e 473 (46} 325 (&) 131 (113) 252 (8)
Shori-term investments. . .. ... . ... ... ... ... .. 112 162 (16) (34) € (300 37 (14)
Towal .. 20 (241) 293 (32) 078 178 803 )]
Interest expense:
Deposits ..o 557 104 444 9 1,303 (37) 1,333 (13)
Borrowings .. ... (212) (215) 4 (1 382 113 233 36
Tatal . 345 (n 448 8 1.683 76 $1.386 23
Increase (decrease) in net interest and
dividend income .. ... ... oo o §(323)  S(130) 3(153) $040) $(707) $S$102 S (783)  5(20)
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Interest wnd Dividend Income:

Total interest and dividend income increased by $20,000 or (1% to $13.5 million for the year ended April 30,
2008. Interest income from loans decreased by $563.000. This decrease was due to a decrease of $53.2 million in
the average balance of loans oustanding, coupled with a decrease in the average rate earned on louns from 6.91%
in 2007 1o 6.75% in 2008, Interest and dividend income on investment securities increased by $473.000 as a result
of an increase in the average yield earned. from 4.17% in 2007 10 4.76% in 2008, offset by 2 decrease of §1.1 million
in the average balance of investmenis. Interest on short-term investments increased by $112,000 as a result of an
increase of $3.2 million in the average balance of short-term investments, offset by a decrease in the average vield
earned, from 3.00% in 2007 to 393% in 2008.

Interest Expense:

Total interest expense increased by $345.000 or 55% to $6.7 millien for the veir ended April 30. 2008. Inlerest
expense on deposits increased by $357.000 or 10.7% as a result of an increase in the average rate paid, from 2.64%
in 2007 to 2.806% in 2008, coupled with an increase of $4.0 million in the average balance of deposits. Interest
expense on borrowed funds decreased by 8212000 or 18.9% for the year ended April 30, 2008. This decrease wus
due 1o a decrease of $4.7 million in the average balance of borrowed funds, offset by an increase in the average
rate paid on advances, from 4.55% in 2007 1o 4.57% in 2008.

The Company continues 1o closely manage its cost of deposits by seeking to maintain existing core deposits
while acquiring new core funding and time deposits at reasonable rawes in comparison o local markets and other
funding alternatives.

Provision for Loan Losses:

The provision for loan losses was zero lor the vear ended April 30, 2008, compared to $120,000 for the year
ended April 30, 2007. The allowance for loan losses is maintained at a level that management considers adequate
to provide for probable losses based upon evaluaion of known and inherent risks in the loan portfolio. Although
nonperforming assets have increased during the period, management considers the allowance for loan losses 1o be
adequate at this time. However, future additions 1o the allowance may be necessary based on additional increases
in nonperforming loans, changes in economic conditions, or for other reasons,

Noninterest [ncome:

Noninterest income increased by $170,000 for the year ended April 30, 2008, due o an increase of $70,000
in gains on sales of loans and an increase ol $93,000 in gains on sales of investments. Additionally, other income
increased by $38,000 us a resull of the receipt of a special dividend from the Bank’s excess deposit insurer, increased
debit card interchange income, and fees received from the Company's check printer in connection with a revenue
sharing arrangement, Additionally, customer service fees increased by $10,000. These were offset in part by a
decrease in loan origination and other loan fees of $61.000 as g function of reduced real estate lending volumes,

Noninterest Expense:

Noninterest expense increased by 367,000 or 1L.0% for the year ended April 30, 2008, This increase was due
primarily to an increase in compensation and fringe bencfits of $88,000 and is a primarily a result of staffing for
the Company’s new West Warcham office. Occupancy and equipment expense increased by $96,000 due 1o increased
energy costs as well as costs incurred with the opening of the West Wareham office. Finally, FDIC assessment
expense increased by $9,000 due to the resumption of deposit insurance assessments during the last month of the
fiscal year. These increases were offset by o decreuse of $126.000 in other expenses, due primarily to the elimina-
tion of consulting and legal fees incurred with the prior year reorganization into a holding company structure,

Provision for Income Taxes:

The provision for income taxes decreased by S11L000 for the year ended April 30, 2008 when compared to
the vear ended April 30, 2007 due in purt to the decrease in net income before taxes and a decrease in state income
tax expense. Effective income tax rates were 283% and 33.7%, respectively, in the 2008 and 2007 periods. The
lower effective tax rte in comparison o statmory rates for both periods is reflective of income carned by a non-bank
investiment subsidiary. which is taxed, for state tax purposes, at a lower rate; and dividends received deductions
on dividend income generated by the Company’s marketable equity portfolio.
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RESULTS OF OPERATIONS

Mayflower Baucorp, Inc.
Comparison of the years ended April 30, 2007 and April 30, 2006

General:

Net income for the year ended April 30, 2007 was $1.0 million compared with net income of $1.4 million for
the year ended April 30, 2006, a decrease of $§392,000 or 27.2%. Net interest income decreased by $707.000 and the
provision for loan losses increased by $30,000 for the year ended April 30, 2007. Total noninterest income increasexd
by $414,000 or 48.9%, due primarily to a reduction in loss on sales of investments, and total noninterest expense
increased by $399,000 or 6.4%, principally as a result of increased salary and benefit expense and increases in
other operating expenses

The Company’s results largely depend upon its net interest margin, which is the difference between the income
earned on loans and investments, and the interest paid on deposits and borrowings as a percentage of average
interest-earning assets. During the year ended Aprit 30, 2007, the Company’s net interest margin decreased from
3.42% to 3.09%. This margin reduction is primarily the result of short-term interest rates, on which deposits are
priced. having increased more rapidly during the period than long-term rates, on which loans are priced, thus flat-
tening the vield curve. Additionally, depositor preference for shorter-term, high-cost certificate of deposit specials
has further increased the Company’s cost of funds. The resulting cost of new and repriced short-term certificates
of deposit has exceeded the rate of vield increases on new and repricing interest-earning assets.

The effect on net interest income as a result of changes in interest rates and in the amount of interest-earning
assets and interest-bearing liabilities is shown in the following ble. Information is provided on changes for the
period indicated attributable to (1) changes in volume (change in average balance multiplied by prior period yield),
(2) changes in interest rates (changes in yield multiplied by prior period average balance) and (3) the combined
effect of changes in interest rates and volume (change in yield multiplied by change in average balance).

Year Ended April 30

2006 vs. 2007 2005 vs. 2006
Changes Due to Changes Due 10
Increase (Decrease) Increase (Decrease}
Rate/ Rate/
(In Thouscrds) Total Volume Rate Volume Total Volume  Rate  Volume
[nterest income:
LOAMS o o o e e $ B34 $ 321 $ 514 519 5 988 5548 $ 411 §29
TIVESUTIENIS © © o o o o e e e e e e e e e e 131 (113) 252 (8) 366 298 62 G
SHOTT-Lerm INVESHIICNS. .« \ v vt v e e e e e (7 (30} 37 14) 23 (19 G2 Qm
TOULl o e H78 174 803 (3) 1377 827 535 15
Interest expense:
DEPOSIS o e 1,303 (37 1,353 (13) 078 216 709 33
BOTFOWINES « oot e 332 113 233 36 217 12 200 5
Total Lo 1,685 76 1.586 23 1,195 228 909 58

Increase (decrease) in net inmerest and

dividend income . .. ... 5 (707)  §102 $ (783) 302G $ 182 $399 $(374)  543)
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Interest and Dividend Income:

Interest and dividend income increased by $978,000 or 7.8% to $13.4 million for the year ended April 30,
2007 from $12.5 million for the year ended April 30, 2006. Interest income from loans increased by $834.000. This
increase was due 1o an increase of $4.9 million in the average balance of loans outstanding. avgmented by an
increase in the average rate carned on loans from 6.33% in 2006 to 6.91% in 2007. Interest and dividend income
on invesunent securities increased by $131.000 as a resule of an increase in the average vield earned. from 3.89%
in 2000 o 4.17% in 2007. offsel by a decrease of $29 million in the sverage balance of investments. Interest on
short-term investments decreased by $7,000 as a result of a decrease of $883.000 in the average balance of short-
term investments, offset by an increase in the average vield earned. from 3.42% in 2006 1o 3.00% in 2007

Interest Expense:

Interest expense increased by $1.7 million or 36.3% to $6.3 million for the vear ended April 30, 2007. Interest
expense on deposits incrensed by $1.3 million or 33.4% as o result of an increase in the average raie paid. from
196% in 2006 to 2.64% in 2007, offset by a decrease of $1.9 million in the average balance of deposits. Interest
expense on borrowed funds increased by $382.000 or 51.58% for the vear ended April 30, 2007, This increase was
due 1o an increase in the average rate paid on advances, from 3.47% in 2000 10 4.55% in 2007, augmented by an
increase of $3.3 million in the average balance of borrowed funds.

The Company continues to closely manage its cost of deposits by seeking to acquire new, and maintaining
existing core deposits, while prudently adding time deposits at reasonable rates in comparison to local markets
and other funding alternatives, including borrowings.

Provision for Loan Losses:

The provision for loan losses increased by $30,000 for the year ended April 30, 2007, Although the bulance of
the loan portfolio has decreased during the fiscal yvear ended April 30, 2007, the Company has chosen to augment
its reserve for loan losses due to the nature of its loan portfolio.

During the fiscal year ended April 30, 2007, the Company estublished an allowance for loan losses on off-
balance sheet credit exposures (shown sepurately on the halance sheet in other liabilities) totaling $130,000. This
allowance was initially established by reducing the Company’s reserve for loan losses. Future provisions or credits
will be included in other noninterest expense.
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Noninterest Income:

Noninterest income increased by $414,000 for the year ended April 30, 2007 as compared to April 30, 2006.
This increase was primarily due to a decrease in loss on sales of investment securities, from a loss of $254,000 in
the fiscal year ended April 30. 2006 to a gain of §15,000 for the fiscal year ended April 30, 2007. The prior year
loss was principally due to the sale of the Company’s long-term investment in a General Motors bond which the
Company disposed of due to that company’s poor financial performance. Additionally, customer service fees
increased by $37.000 due to additional overdraft charges and ATM surcharge revenue, loan origination and other
loan fees increased by $37,000 due to a reduction in the amortization of the mortgage servicing asset, and other
income increased by $42,000 due to increased debit card interchange revenue and the receipt of a special dividend
from the Company’s excess deposit insurer. Finally, gains on loans sold in the secondary market increased by
$9.000 as the Company was able to profitably sell recently originated fixed-rate residential mortgages.

Noninterest Expense:

Noninterest expense increased by $399,000 or 6.4% for the year ended April 30, 2007. This increase was due
primarily to an increase in compensation and fringe benefits of $223,000 and is a result of the hiring of staff for
the Company’s new branch in West Wareham, Massachusetts, as well as the hiring of an additional commercial
lendler, normal salary adjustments, and increased benefit costs. Additionally, other expenses increased by $165,000
due principally o legal, consulting, and other costs incurred with the Company’s holding company reorganization.
Also, occupancy and equipment expense increased by $11,000 due to the operating costs of the new West Warcham
branch and higher energy costs, offset by reductions in snow removal and equipment depreciation expense.
Finally. FDIC assessment expense decreased by $2,000.

Provision for Income Taxes:

The provision for income taxes decreased by $330,000 for the year ended April 30, 2007 when compared o
the year ended April 30, 2006 due 10 the decrease in net income before taxes. Effective income tax rates were
33.7% and 375%, respectively, in the 2007 and 2006 periods. The lower effective tax rate in comparison to statutory
rates for both periods is reflective of income earned by a non-bank investment subsidiary, which is taxed, for state
tax purposes, at 2 lower rate; and dividends received deductions on dividend income generated by the Company’s
marketable equity portfolio.

Mayflower Bancorp, Inc.:
Interest Rate Risk Exposure and Interest Rate Spread:

The Company’s net earnings depend primarily upon the difference between the income (interest and dividends)
earned on its loans and investment securities (earning assets) and the interest paid on its deposits and borrowed
funds (interest-bearing liabilities), together with other income and other operating expenses. The Company’s
investment income and interest paid (cost of funds) are significantly affected by general economic conditions and
by policies of regulatory authorities.

The Company does have market risk exposure, which is the risk of loss resulting from adverse changes in
markel prices and rates, and which arises primarily from interest rate risk inherent in its lending, security investments,
and deposit 1aking activities. To that end, management actively monitors and manages its interest rate risk exposure,

The Company's primary objective in managing interest rate risk is to minimize the potential adverse impact of
changes on its net interest income and capital, while adjusting its rate-sensitive assel and liability structure to obtain
the maximum net yield on that relationship. However, a sudden or substantial shift in interest rates may adversely
impact the Company’s earnings to the extent that the interest rate earned on interest-earning assets and interest
paid on interest-bearing liabilities do not change at the same frequency, 1o the same extent or on the same basis.
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The following table presents the Company’s income, yield and cost of funds by their primary components for
the years ended April 30. Nonaccrual loan and investment balances included in the calculation of the average
interest-earning assets reduce the calculated yield.

2008 2007 2006

Average Rate Average Rare Average Rate
Balance Interest (Annualized) Balance Interest (Annualized) Balance Interest  (Annualized)

Interest-earning assets:
Loans . ............. ..... §$1351590 § 9127 6.75% $140324  § 9,692 6.91% $133,399  § 8838 6.53%
Tnvestment securities . .. ... .. 87,076 4,147 4,76% 88.172 3674 4.17% 91.082 3,543 3.59%
Short-term investments and
interest-bearing deposits

inbanks. ....... ... .. .. 4,703 185 3.93% 1,439 73 3.00% 2,342 80 2.42%
All interest-earning assets .. .. $226,938 13,459 5.93% $229.955 13430 3.8:4% $228.823 12461 5-45%

[nterest-hearing labilities:

Deposits ..., ... .. .. $201,278 5,759 2.86% $197,320 5.202 2 6:4% $199,205 3.809 1.96%
Borrowed funds. . . ......... 19,951 912 4,57% 24,681 1.124 4.55% 21,411 742 3.47%
All interest-bearing liabilities . . .. $221,229 6,671 3.02% $222,007 6,320 2.85% $220,016 4.641 2.10%
Net iterest income . .. ... .. ... $ 6,788 § 7,113 $ 7.820
Interest rate spread .. ... 2.91% 2.99% 3.35%
Netinterest margin. ... 2.99% 3.09% 3.42%

LiQuiniTy AND CaAPITAL RESOURCES:

The Company’s primary sources of liquidity are deposits, loan payments and payofts, investment income,
maturitics and principal repayments of investments, and advances from the Federal Home Loan Bank of Boston.
As a member of The Co-operative Central Bank's Reserve Fund, the Company also has a right to borrow from the
Reserve Fund for short-term cush needs, although it has not recently exercised this right. The Company’s liquidity
management program is designed to insure that sufficient funds are available to meet its daily cash requirements.

The Company believes its capital resources. including deposits, scheduled loan repayments, revenue generated
from the sales of loans and investment securities, unused borrowing capacity at the Federal Home Loan Bank of
Boston, and revenue from other sources will be adequate o meet its funding commitments. At April 30, 2008 and
April 30, 2007, the Company’s capital ratios were in excess of regulatory requirements,

IMPACT OF INFLATION:

The Consolidated Financial Statements and related consolidated financial data presented herein have heen
prepared in accordance with generally accepted accounting principles which require the measurement of financial
position and operating results in terms of historical dollars without considering the changes in the relative purchasing
power over time due to inflation. The primary impact of inflation on the operations of the Company is reflected
in increased operating costs. Unlike most industrial companies, virtually all the assets and liabilities of a financial
institution are monetary in nature. As a result, interest rates have 1 more significant impact on financial institutions’
performance than the effects of general levels of inflation,

Interest rates do not necessarily move in the same direction or shift to the same extent as the prices of goods
and services. In the current interest rate environment, liquidity and the maturity structure of the Company’s assets
and liabilities are important to the maintenance of acceptable performance levels.

OFF-BALANCE SHEET ARRANGEMENTS:

The Company does not have any off-balance sheet armungements that have or are reasonably likely to have a
current or future effect of the Company’s financial condition, changes in financial condition, revenues or expenses,
results of operations, liquidity, capital expenditures or capital resources that is material 1 investors,
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StTock MARKET Data

Mayflower Bancorp, Inc’s common stock prices are quoted on the National Association of Securities Dealers
Automated Quotation (Nasdaq) system under the symbol MFLR.

High and low sales prices and dividends declared during the years ended April 30, 2008 and 2007 are as fol-
lows. Information prior to February 15, 2007 is for Maytlower Co-operative Bank:

Quarterly Sales Prices High Low Declared
2007

1st Quarter ended July 31, 2006, . . .o $1371 $ 1155 $0.10
2nd Quarter ended October 31, 2000 ... L $ 1452 51090 $0.10
3rd Quarter ended January 31, 2007 © . L e $13.71 $12.18 $0.10
4th Quarter ended April 30, 2007 . ... .. $1241  $1048 $0.10
2008

1st Quarter ended July 31, 2007, . .o $12.45 $10.10 50.10
2nd Quarter ended October 31, 2007, .. ..o $13.51 $11.00 $0.10
3rd Quarter ended January 31, 2008 © .. $13.10 $10.15 $0.10
4th Quarter ended April 30, 2008 .. ... L $§12.3¢ $10.95 $0.10

The Company may not declare or pay dividends on its capital stock if the eftect would cause its capital 1o
be reduced below regulatory requirements or otherwise violate applicable regulatory requirements. As of July 10,
2008, the Company had approximately 249 stockholders of record of 2,092,276 outstanding shares of common
stock. This does not reflect the number of persons or entities who hold their common stock in nominee or “street”
name through various brokerage firms.
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Edward M. Pratt
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David R. Smith, Jr.
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Geoffrey T. Stewart
Administrator
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OFFICERS

Edward M. Pratt
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Maria Vafiades

Vice President end Chief Financial Officer
John J. Biggio
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Matthew L. Shaw
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Assistant Vice President and

fiuman Resource Officer

Karen Gallipoli

Assistant Vice President and
Residential Lending Officer

Timothy M., Coe
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Stephen N. Sooy

Assisiarnt Vice President

Heather Johnson
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Assisteennt Treasnerer anel

Cousumer Loan Officer

Christine Amaral
Assistant Treasurer and Branch Manager

James Galavotti
Assistant Treasirer aned Branch Manager

Sonia Gallo
Assistent Treasirer and Branch Manager

Molly R. Garcia

Assistant Treasurer and Branch Manager

Jeanne E. Lemire
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Robin G. Martin
Assistant Treasurer and Branch Manager

Elizabeth Mazzone
Assistant Treasurer and Branch Manager
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INDEPENDENT AUDITOR

Parent, McLaughlin & Nangle
Centified Public Accountants, Inc,
160 Federal Street

Boston, MA 02110

CorPORATE COUNSEL

Kilpartrick Stockton LLP

607 1dth Street. NW, Suite 900
Washington, DC 20005

Stock LisTING

Mayflower Buancorp, Inc. is traded
over-the-counter on the Nasdag
National Market under the symbol
"MFLR".

TRANSFER AGENT

American Stock Transfer and
Trust Company

Shareholder Services Division
59 Muaiden Lane

New York, NY 10038

FOR STOCKHOLDER INFORMATION CONTACT

Juan Michacl

Mayflower Bancorp, Inc.
P.O. Box 311
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(508) 947-4343

ANNUAL MEETING

An Annual Meeting of Stockholders
will be held at 10:00 a.m. on Tuesday,
August 20, 2008 at the Fireside Grille
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Form 10-K, Axsuar REpPORT
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on Form 10-K as filed with the SEC is
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Relations, Mayflower Bancorp, Inc.,
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MAIN OFFICE:

30 South Main Street, PO, Box 311, Middleboro, MA 02346
(308) 947-4343
BRIDGEWATER OFFICE:

3 Scotland Boulevard, Bridgewater, MA 02324
(508) 697-9602
LAKEVILLE OFFICE:

166 County Street, Lakeville, MA 02347
(508) 923-3415
PLYMOUTH OFFICE:
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